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HIGHLIGHTS FOR THE YEAR 1977 1976 Increase 
(Decrease) 
Gross Incomeé:. ni. see ee ae ee eee $ 260,236,000 $ 269,226,000 (3.3) 
Proportion taken up by 
—Cost of borrowed money s425 5 tee ae eee 50.0% 50.2% 
—General and administrative expenses ................-- 24.5% 231% 
Earnings applicable to common shares 
—Before extraordinaryitem: 42-75 ee $ 30,605,000 $ 29,994,000 2.0 
—After extraordinary item)... 2.4. on eee $ 33,628,000 $ 31,341,000 73 
Dividends paid on commonishares).....,.4¢- 07) eee $ 15,994,000 $ 15,440,000 3.6 
Proportion of earnings”... 52 ee ee eee 47.6% 49.3% 
Earnings per share 
—Beforéextraordinary item)... 4-4) ee $2.26 $2.21 
After extraordinary item’... 1.1.25. 5098) oe eee $2.48 $2.31 
Dividends paid per share: 4...5+)..42.45 2223 ee $1.18 $1.14 3.5 
Per cent return on average commonequity ................. 14.92% 14.99% 
AT THE YEAR END 
Total consolidated assets?) 4.4, 7c ee ee $2,536,484,000 $2,409,966,000 52 
Total receivables, scod ie ee eee $2,481,134,000 $2,305,514,000 7.6 
Main categories: 
Sales financing. 2.2. geen eal ee ee $1,050,801,000 $1,052,444,000 (0.2) 
Consumer loans: ..2 aie. aa Saleen 178,086,000 203,709,000 (12.6) 
Residential: mortgages) sys... one ee 258,936,000 248,880,000 4.0 
Commercial loansa. £4) Saeed Ae ee 277,355,000 83,590,000 231.8 
Leasing a 2.44 Atacct's cya which A epee OA ate ee ae ee 710,753,000 710,217,000 Et 
Total debt Jacatttis See iene eee ne $1,680,839,000 $1,545,947,000 $7 
Short-term'debt 253) cise cveraee aye eee ee ee eer 642,334,000 621,162,000 3.4 
Other term debt? 5 .Secs.oeos cee en ee ee 1,038,505,000 924,785,000 1233 
Shareholders equity... ei cn.0 tate se i ee $ 250,947,000 $ 233,761,000 7.4 
Number of common sharehokders =. 4.5.0 ee ee ee ee 11,589 11,307 2D 
—domiciled in: Canada 555%. eo ahens ioe ee ent eee 96.1% 95.9% 
Number of common shares outstanding .................... 13,573,643 13,544,033 0.2 
—owned in Canadas 62) ie sols a ee eG «ecco 96.7% 96.5% 
Book value per.common:share.......24s.0 26 ee ae eee $17.29 $16.03 Lg 
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Chairman of the Board, 
IAC Limited 


President, 
TAC Limited 


Joseph Stephen Land, 
Vice-Chairman of the Board, 
IAC Limited 


Stanley Frank Melloy, 
Executive Vice-President, 
IAC Limited 


Earnings applicable to common shares | 
increased for the fourteenth consecutive: 


_year reaching $33.6 million as against 


$31.3 million in 1976. On a per share 
basis, the increase was 17 cents to $2.48 
compared with $2.31 in the previous 
year. However, it should be noted that an 
extraordinary item of $3 million resulted 
from the sale of your Company’s insur- 
ance subsidiaries. This represented a gain 
of 22 cents per share, compared with a 
gain of 10 cents per share from an extra- 
ordinary item in 1976. 

The dividend paid per common share 
was $1.18 against $1.14 in the previous 
year. Accordingly, 1977 was the forty- 
first consecutive year in which dividends 
were earned and paid, and in each of 
the past twenty-two years the payout 
exceeded that of the previous year. 

Average funds employed during the 
year were higher than in 1976. However, 
due to rate adjustments implemented by 
your Company for competitive reasons, 
gross income was 3% less than the previ- 
ous year. Conversely, although the usage 
of borrowed funds increased, the decline 
in the average cost of such funds to 8.4% 
from 8.9% in 1976 resulted in an overall 
decrease in money costs of $5.1 million. 
General and administrative expenses were 
up 2.6% over the previous year. 

Since receivables represent most of the 
Company’s assets, their sound condition is 
important to shareholders. In the year 1977, 
credit losses as a percentage of average 
receivables were .42% as compared with 
.47% in 1976. This compares favourably 
with other financial institutions and is 
below the Company’s average loss 
experience for the past 10 years. 


The Canadian financial market contin- 


ued to reflect confidence in your Company 


by supplying $150 million in term funds 
during the year. The parent Company 


placed secured notes totalling $100 million 


in the public market, and Niagara Realty 
of Canada Limited completed a public 
placement of $50 million. Both issues 
were in Canadian funds. 

On December 19, your Company and 
the other shareholders of The Sovereign 
Mortgage Insurance Company exchanged 
their shares in that company for shares in 
Insmor Holdings Limited, the company 
which now owns the Insmor Mortgage 
Insurance Company and The Sovereign 
Mortgage Insurance Company. A group, 
comprising IAC and a number of banks, 
trust and insurance companies, owns all 
of the shares of Insmor Holdings Limited. 

On July 14, 1977, Royal Assent was 
given to a special Act of Parliament 
incorporating the Continental Bank of 
Canada. The passage of the special Act 
followed a number of years of study, con- 
sultation and planning aimed at eventual 
conversion of your Company to a char- 
tered bank. This is the first time in Canada 
that legislation has been passed making it 
possible to convert a major financial 
institution into a chartered bank. 

The special Act creates the Continental 
Bank of Canada, initially as a wholly- 
owned subsidiary of IAC. One of the pro- 
visions of the Act requires that all of the 
Company’s business eligible to be done 
by a chartered bank must be done by the 
Continental Bank and not by IAC or any 
of its other subsidiaries. This provision 
takes effect from the day the Bank begins 


operations and applies to all the Company’s 


offices across Canada. Another provision 
of the Act requires that on or before 

July 14, 1987, IAC and the Continental 
Bank of Canada will amalgamate. When 
this happens, IAC shareholders will 
become shareholders of the Continental 
Bank of Canada. 


To comply with other requirements of 
the special Act, JAC sold its two insur- 
ance subsidiaries, The Sovereign Life 
Assurance Company of Canada and The 
Sovereign General Insurance Company, 
in November 1977. While the sale was 
beneficial in terms of earnings, as re- 
flected in the extraordinary item, by the 
same token it was regrettable in light of 
the long and close relationship that IAC 
enjoyed with these two companies. 

The Company is continuing to develop 
its internal plans to reshape the organiza- 
tion in the form of the Continental Bank. 
A major step in that direction was the 
subsidiary-companies.As_aresult-ofthat___ 


integration, the personal and mortgage 


rold Corrigan, C.A. : 


_ Un a ee eae 
Paha cee De ene ory ain tiv ema ren) Alcan Canada 


Products Limited 


financing and leasing business of IAC. 
ith these companies now unified for 
operating purposes, the way has been 


paved for the Continental Bank to offer 


many of the bank lending services avail- 
dion maocoMpees——— 

In addition to the managerial integra- 
tion, the Company has moved ahead in a 
number of other areas in the past year 
with a view to beginning bank operations. 
A few examples of corporate operations 
undergoing considerable change and 
development are: the entire body of 
systems and procedures that will form the 
basis for all operating practices within the 
Bank; policies for personnel training, de- 
velopment and recruitment; the location of 
new premises and the design of premises 
to complement the marketing objectives 
and character of the Continental Bank; 
and finally, the Company’s ongoing 
effort to develop new financial services 
to make the Continental Bank fully 
competitive with other banks. 


Peter Kilburn, 
Honorary Chairman, 
Greenshields Incorporated 


ates La. 
Claude Harry Rosier, President 


and Chief Operating Officer, 
Abitibi Paper Company Ltd. 
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The conversion is a massive task, but 
one that is well under way. The Report of 
the Chief Operating Officer discusses the 
background of the project and of some of 
the more important implications for share- 
holders. As well, it reflects the confidence 
of the Company that the conversion will 
proceed smoothly and with success. 
Since the last annual meeting of share- 
holders, the following were elected to the 
Board: | 
John A. Rhind 
Jacques Tétrault, Q.C. 
During the year, because of the Com- 
pany’s intention to become a chartered 
bank, the following Directors, who already 
held directorships with other deposit- 
taking institutions, found it necessary to 


Adam Hartley Zimmerman, F.C.A., tender their resignations: 
Executive Vice-President, E. Jacques Courtois, Q.C. 
Noranda Mines Limited David Kinnear ) 


-_ They served your Company with dis- 
tinction, and their individual contribu- 
tions were deeply appreciated by their 
colleagues. The resignations were 
accepted with regret. 

The results recorded in this Annual 
Report speak well for the manner in 
which the men and women of IAC across 
Canada approached their responsibilities. 
Your Directors wish to record their ap- 
preciation and warm thanks for their 
efforts. 

The outlook for the Canadian economy 
continues to be one of uncertainty, par- 
ticularly in the area of business capital 
investment. However, your Directors feel 
that continued progress in the fields in 
Poy which it participates can be expected of 
Peter Frederick Bronfman, your Company, and they are of the opin- 
President, Edper Investments Ltd. ion that the results for the year 1978 will 

be again satisfactory. 


On behalf of the Board, 


DS toe: atc Cae ac 


Chairman 


OS Rl cacy 


President 


‘= 3 February 22, 1978 
Stanley Desmond Clarke, 

President, Clarke 

Transportation Canada Ltd. 


REPORT ON OPERATIONS 


IAC has a consistent and proven 

record of profitable growth. Through 
more than 50 years, the Company has 
been a vigorous competitor in the financial 
industry, seizing new opportunities to 
provide service to its customers, and 
adapting its business to meet a passing 
parade of competitive challenges. 

IAC’s objectives are, as they have 
always been, to achieve profitable growth 
for its shareholders, personal development 
for its employees, superior financial service 
for its customers; and, moreover, to 
achieve these objectives as a company 
owned by Canadians. 

Some time ago it became evident that 
the Company was facing a new challenge, 
a challenge caused by a blending of the 
traditional distinctions that separated the 
different types of financial institutions. 
IAC realized that if it continued to restrict 
its vision to traditional markets, the 
opportunities for continuous profitable 
growth would eventually be limited. 

Many alternative courses of action 
were considered, but a number of detailed 
studies led to the conclusion that the 
Company should concentrate on the 
possibility of converting IAC into a char- 
tered bank. 

As a bank, the Company would be- 
come more competitive with other major 
financial institutions carrying on business 
in Canada. It would be able to broaden 
the range of financial services provided 
to its customers. It would also be able to 
utilize its capital more effectively. The 
Company’s equity capital, now in excess 
of $250,000,000, provides a strong base 
on which to expand deposits and increase 
lending capacity without requiring addi- 
tional shareholder capital. 

While studies showed the bank option 
to be increasingly attractive, they also 
raised a number of practical issues. 


IAC conducts certain types of business 
that are prohibited to chartered banks 
under the present Bank Act. Therefore, 
the Company had to weigh carefully the 
consequences of pursuing the bank op- 
tion. It had to calculate the cost of giving 
up that business which is prohibited to a 
bank. It had to evaluate the effect of 
probable revisions to the Bank Act. It had 
to make assumptions about the extent to 
which IAC might be allowed to continue 
for a transitional period certain activities 
not permitted to a bank. It had to deter- 
mine the feasibility of conversion in the 
light of legal, tax, accounting, trust deed 
and other considerations. 

Even after reviewing all these practical 
issues, it was clear that acquiring a bank 
charter was a much more attractive long- 
term option for the Company than any 
other alternative course of action, includ- 
ing the alternative of simply maintaining 
the Company’s present structure. 

There was no expectation that it 
would be easy to make this precedent- 
setting conversion to a chartered bank. It 
was accepted that the entire conversion 
would take a major commitment in both 
manpower and expenditures. But with a 
broad perspective, the Company set out 
to achieve its two main objectives, to 
incorporate the Bank, and later to convert 
IAC into that Bank. There is good progress 
to report on both counts. 

Incorporation 

The special Act chartering the Continental 
Bank of Canada is based on two simple 
concepts. 

First, it is recognized in the Act that 
in its present form IAC does not conform 
to the requirements of the Bank Act. This 
applies both to its capital structure and to 
its operations. Therefore, a maximum 
period of ten years is provided as a transi- 
tional period for the Company to take 
steps to conform with the Bank Act. 


Ronald Laird Cliff, C.A., 
Chairman, Inland Natural 
Gas Company Ltd. 


George Lyndon Crawford, OCs | 
Associate, McLaws & Company 


Helen Lavina Margison, 
President, Shed Investments Limited 


Lyndon Elvert Nichol, Retired, 
former Chairman of the Board, 
IAC Limited 
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Edmond George Odette, 
President, Eastern Construction 
Company Limited 


John Arthur Rhind, 
President, Confederation Life 
Insurance Company 


-companl 
cquired prior to the openin e Bank 


The Company must amalgamate with 
the Bank before July 14, 1987. IAC is a 
major operating financial institution with 
a number of subsidiary companies and a 
large amount of debt outstanding under 
trust deeds with various covenants. The 
transition period gives the Company time 
to adjust its asset and liability structure. 
At the end of the transition period IAC 
will disappear into the Bank. At the time 
of amalgamation, the shareholders of 
IAC will become shareholders of the 
Continental Bank of Canada. 

Secondly, the special Act embodies 
the concept that the Continental Bank 
of Canada, not IAC or any of its other 
subsidiaries, will become the principal 
operating arm of the Company. The Bank 
must carry on all the business of the IAC 
companies permitted for a chartered 
bank. Therefore, from the date that the 
Continental Bank commences business, 
neither IAC nor its subsidiary companies 
will be permitted to initiate any business 
which is eligible to be carried on by a 
chartered bank. Such business must be 
conducted, and must be seen to be con- 
ducted, by the Continental Bank of 
Canada. 

At present, approximately 90% of the 


Campany’s volume of business, excluding 
_leasing, would qualify as usin 
() 


te, though, thai and its subsidiary 
inue to ho 


ssets are 

Although banks are no 
the present Bank Act to carry on leasing 
activities, satisfactory provisions have 
been made in the special Act for [AC and 
its other subsidiaries to continue their 
leasing activities on a prescribed basis 
until amalgamation takes place. 


There are also a number of other 
provisions of the special Act that are of 
particular interest to shareholders. 

The Bank will be a wholly-owned 
subsidiary of [AC with authorized capital 
of $100,000,000. Initially, [AC will 
subscribe for $50,000,000 of the capital 
stock of the Bank. The Company will 
hold and vote all shares of the Bank until 
amalgamation. 

Since IAC will own 100% of the Bank, 
certain provisions of the Bank Act are 
now applicable to IAC and its sharehold- 
ers. Among the provisions which apply 
are those dealing with share structure 
and transferability of shares, including 
limitations on the number of shares that 
may be transferred to or voted on by any 
one person or by non-residents. 

The provisions of the current Bank 
Act do not allow for preferred shares to 
be issued by a chartered bank. Therefore, 
a provision has been made in the special 
Act to allow the presently-existing 
preferred shares of IAC to remain 
outstanding until the amalgamation of 
IAC and the Bank. 

At present, holders of IAC convertible 
debentures have the right to convert these 
debentures into common shares of the 
Company on specified dates. This right 
will not be affected by either the Bank Act 
or the special Act. It is possible that IAC 
and the Bank may amalgamate before 


the dates specified for the conversion of the 


debentures. If this occurs, the debentures 
will be permitted to remain outstanding 
and will be convertible into shares 

of the Bank on the originally 

specified dates. 


Operations 

Since much of the Company’s current 
business is similar in nature to that being 
done by the chartered banks, there will be 
no fundamental change in the nature of 
the Company’s business that will cause a 
lengthy adjustment for the staff. For 
many years, the staff has been lending 
money to businesses and individuals, and 
making mortgage loans to homeowners 
and industry. Although the conversion to 
banking involves an adjustment in inter- 
nal procedures and external awareness, 
there is in banking a substantial affinity 
between what IAC has done for most of 
its history and what the Continental Bank 
of Canada will do in the early years of 

its life. 

The planning necessary to put the 
Bank in operation is proceeding well. 
The objective is to make the conversion 
an orderly process. Major new lending 


ares are NOW being introduced across 


b Bank opens. This means 
accelerating activity in current operations 
so that the Bank will open with a range 
of highly competitive programs already 
in operation. 

Nevertheless, successful handling 
of the conversion will be a challenging 
assignment for management. Task forces 
have been set up in Head Office, and 
through a project planning coordinator, 
conversion activities are being planned 
using a critical path approach. Some 
senior people with specific skills have 
been hired to participate in the planning 
and to play an important role in continu- 
ing operations. 

Much consideration has also been 
given to the location of the Company’s 
offices. Many are well-suited for bank 
operations; others which are not con- 
sidered suitable are being relocated as 
leases expire. Prime attention is being 
paid to having first class premises in the 
business centres of majer-cities-acress-the 
country, as soorras- pessible-Over the 
next three to five years, it is expected that 
all-effices will be refurbished and new 
facilities will be added in suburbarmarkets. 
This is-a time-consuming and expensive 
pToject, but one that is essentiath— 


he 


As part of the process of achieving a 
highly visible presence for the new Bank, 
the Company recently announced plans to 
relocate the Head Office in a new building 
to be known as the Continental Bank of 
Canada Building. The building is already 
under construction at the corner of 
Adelai ork Streets in Toronto’s 
financial district, and will be available 
for occupancy in mid-1979. This move 
coincides with the expiration of leases 
on the Company’s existing Head Office 
locations. For the first time in a number 
of years, all Head Office groups will 
be working under one roof in what will 
be the Bank’s long-term home. 

The Bank conversion is a major 
project, but there has been no disruption 
in [AC’s normal business operations. 

The contrary is the case. The Company’s 
first priority is to attain growth in assets 
through greater penetration of existing 
markets and the development of new 
sources of business. New lending pro- 
grams are being introduced now to ensure 
that the new Bank commences operations 
with an expanding business base. These 
new programs cover motor vehicle 
financing; corporate, industrial and com- 
mercial loans; leasing; residential and 
commercial mortgages; and personal 
loans. 

The Company intends to be competi- - 
tive in the current year and throughout the 
conversion period. The new competitive 
lending programs will produce growth in 
assets, though at lower yields. The extent 
to which growth will offset both declining 
yields and the substantial start-up costs 
for the Bank cannot be precisely forecast 
either as to timing or effect on earnings. 
What is certain is that the Company is 
making a bold investment in its future. 

In large measure, the degree of success 
of the conversion now rests on the skills 
of the staff. The Company is confident 
that its people will respond to the chal- 
lenge, as they are now doing, and that the 
conversion project will be successfully 
completed. 


- 
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Executive Vice-President 
and Chief Operating 
Officer 


Leonard Edmond Ricard, 
President, Imperial 
Tobacco Limited 


Struan Robertson, President and 
Chief Executive Officer, Maritime 


Telegraph and Telephone Company Ltd. 


Mi, 
Nacaiies Tétrault, ON Gey, 
Partner, Courtois, Gian 
Parsons & Tétrault 


GENERAL COMMENTARY 


Chart 1 Sources of Gross Income - 
(before provision for doubtful 
receivables) 


Provision for doubtful 
Casualty insurance cl 


Distribution 


Marketable investments 1% 


Chart 2 Composition of Gross Income 


Results for 1977 reflect the implementa- 
tion of some plans in anticipation of the 
opening of the Continental Bank of 
Canada. A start has been made on restruc- 
turing the Company’s lending portfolio: 
corporate lending has been introduced; 
commercial and industrial lending has 
been expanded; certain types of personal 
lending have been pursued less actively. 
Charges for many services have been ad- 
justed to levels that are competitive with — 
the broad range of financial institutions. 
In addition,-the life and general insurance 
subsidiaries were sold in the last quarter 
of 1977. Please note that the Consolidated 
Statement of Earnings includes the earn- 
ings of these two companies only for the 
first nine months of 1977, compared with 
the full 12 months of 1976. This fact 
should be taken into consideration when 
comparing results for the two years. All 
expenses to date in preparing for conver- 
sion to the Bank have been fully absorbed 
and are included in general and adminis- 
trative expenses. 


Gross Income 

Receivables outstanding grew by $176 
million over 1976. This compared with 
growth of $6 million in the previous 
12-month period. However, due to the 
rate adjustments which were implemented 
for competitive reasons, there was a 3.5% 
reduction in income derived from receiv- 
ables compared with 1976. 


Chart 1 Sources of Gross Income 
(before provision for doubtful 


receivables) 


In line with the general restructuring of 
the Company’s business, income from 
commercial loans and residential mort- 
gages increased. Growth in average out- 
standings in these categories more than 
offset rate reductions, and their combined 
proportion of gross income rose from 
15% in 1976 to 19% in the current year. 
Certain types of consumer loans received 
less emphasis and thus income from this 
category declined substantially. This 
strategy was followed in anticipation of 
the launching of new personal lending 
programs more appropriate to a bank 
lending portfolio. 


Chart 2 Composition of Gross 

Income Distribution 

The distribution of income by categories 
remained relatively stable. The use of 
borrowed funds increased by $50.2 
million, but due to lower average rates 
on borrowings the cost of money was 
reduced by $5.1 million. General and 
administrative expenses increased by only 
2.6% overall. However, to make a true 
comparison between 1976 and 1977, 
expenses for the casualty insurance com- 
pany should be excluded for both years, 
and expenses related to the discontinued 
operations in the United Kingdom should 
be excluded for 1976. On this basis, 
general and administrative expenses in- 
creased 6.8% in the current year over the 
previous year, an increase still regarded 
as reasonably satisfactory in the prevail- 
ing economic climate. 


Chart 3 Earnings per Share $ 
Dividends per Share $ 

The increase in earnings of 17 cents per 
share was an improvement over the in- 
crease of 13 cents in 1976. The dividend 
payout of $1.18 per common share 
exceeded that of the previous year, as has 
the payout in each of the past twenty-two 
years. The amount paid was the maximum 
allowed under Anti-Inflation Board 
regulations, and represented 47.6% of 
available earnings. 


Chart 3 
Chart 4 Shareholders’ Equity $000’s @ Earnings per Share $ CO Dividends per Share $ 
Book Value per Common Share $ 
Retained earnings increased by $17.1 
million, resulting in a 7% growth in 
shareholders’ equity. Including the extra- 
ordinary item, return on common equity 
was 14.92%. 


Chart 5 Receivables and their 
Composition 

In 1977, receivables increased by $176 
million, despite a generally sluggish 
economy. Business financing was up 
14%, with a substantial part of the gain 
being attributable to the introduction of 
corporate lending services. As a result of. 
restructuring the Company’s lending ac- 
tivities, the consumer portfolio decreased 
by 5%. This decrease was entirely in 1975 Total 1976 Total 1977 Total 
consumer loans and consumer purchase $2,298,700,000 (100%) $2,305,514,000 (100%) $2,481,134,000 (108%) 
credit. Residential mortgages continued — 
to grow, though at a somewhat slower 
rate than in 1976. 


=! Shareholders’ Equity $000’s Book Value per Common Share $ 


Summary 

In 1977, spending by Canadian consumers 
and capital investment by business 

was guarded. However, the Company’s 
performance during the year continued to 
be satisfactory. Total receivables increased; 
the condition of those receivables is 

sound; and earnings reached a new high. 
Preliminary indications suggest a ready 
acceptance of new marketing plans. 
Overall, your Company is in a strong 
position to take advantage of its | 
new opportunities. Chart 5 Receivables and their Composition 


Consumer Loans @ Consumer Purchase Credit 
@ Residential Mortgages H Business Financing 


IAC Limited 
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CONSOLIDATED STATEMENT OF EARNINGS 
for the year ended December 31, 1977 


1977 1976 
$000’s $000’s 
Gross Income (flote 2) 3.) ss.0 i eager + so Se COO eee 260,236 269,226 
Expenditure 
Cost of borrowed money— 
Short-term debt, 5. 5. os. 3 dn-q.cuateeke i Ws a eee oe eee 51,251 61,889 
Other termr-debt | 66-5. sid AG oe ee eee 78,912 73,376 
130,163 1353265 
Casualty msurance claims incurred 06.2. .0. 0. tee oe ce ee eee 11,049 13,032 
General arid administrative: , 3d. ca1s at aac8 eee ee 63,866 205,078 — 62,231 210,528 
55,158 58,698 
Provision for Income Taxes 
Ga) 1 Sener rere ne ween ene ere mn aes er, MEE es hy Ahem eee & Gee ace arms Ae 7,236 5,707 
Deterre dhs c-sciy-3 rt here Aah irs Sere 5 ec eee ee , 17,815 25,051 23,434 29,141 
30,107 _ 29,597 
Parent company’s portion of increase 
in unassigned surplus of life 
assurance subsidiary (note3). 7.2 3 dois cs ek a eee 851 851 
Share of earnings of mortgage 
insurance company (mote 4) 5 or. ss Phe ee 547 312 
Earnings before Extraordinary Item .................0 000 cece es 31,505 30,920 
Extraordinary Item 
Gain on sale of subsidiaries (note 3)... 8 s+: 4.0.58 eee eee ee 3,023 Loan 
Earnings for the Year... 40) .05.22 eee ee ee 34,528 | 32,200 
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CONSOLIDATED STATEMENT OF RETAINED EO SNIN Gs 
for the year ended December 31, 1977 


1977 1976 
$000’s_ $000’s 
a a 
er OMe Cutie Pere Naar me Al a Oe AG ihe ho) ae Sve ulee al ogee ee. ee 34,528 32,267 
Bae eM amprcreriedishates gir elie |. Aho eet ie oa 6 tx ui cs a a.d-csheln Lend bin ennk beeh 900 926 
Earnings Applicable to Common Shares ..... 2... 0... ooo ccc ccc c ccc ccc cece cece. 33,628 31,341 
Dividends on common shares at $1.18 per share (1976—$1 eet ese aA Miata ee Ae ool eee RO eee Baie, 15,994 15,440 
ONO TE SHOTS OUST TITAS 1S 101 See eee cD gr er 17,634 15,901 
Gainron preferred shares purchased for cancellation... 2... 2. << cee ccc c cee oeeeecdcceeeeicccc cn. 65 302 


Reassessment of capital taxes for the years 1972 to 


Pa mcm inncometaxes‘ol $405,000) 5.0), so hoa oa bie leg whe vc whl ele ace Deco og i (581) — 
See epmerctaime earnings for the yeatines ai. fic. 0. Gas oes dy weclvie ded besa s Cokie ke eo ke 17,118 16,203 
ieee eeariune sat beginning Of Veal <3. ists) ole eet nico sal ence hls ov Se eet 166,110 149,907 
Pero teatmngs atend of year (note. 5). <4 yoo sn cence coe o0 an Sods oe pao oe le oo be ba dnwecewcckn. 183,228 166,110 


1977 1976 
($) ($) 
eee eter eg ee Se ee ee oe See a) ee ae 
Common Stock Earnings per Share— 
Calculated on daily average of common shares outstanding — 13,551,871; 
1976—13,543,285 (note 6) 
fp mci one EXtrAOLdinary Ilell=, carte tin Guertin ce sic IE ee ee, i 26 Pe 
em cues traordinary items ss. aoe. ee cnet he, Ee oe Ue al Mi eee ue pty 2.48 31 
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IAC Limited 


CONSOLIDATED BALANCE SHEET 
as at December 31, 1977 


1977 1976 

ASSETS so00% anne 
OY | en ne ee en nee mene Ree AR eer WR A et a php a ao 3,516 57,774 
Marketable Securities—at cost, plus accrued interest 

(market valuel'977—$28;, 187;,000;: 1976—$32;5525,000) (sca sneer 28,318 33,531 
Receivables 

Sales fmancing (note 7) nn wa fotutegseaens PP eee eee, re ee 1,050,801 1,052,444 

Consumer loaiss jes. ar Sin stalin de co cl as ee ea ge Ne ee 178,086 203,709 

Residential mortgages “5..Jo% eco bo pais ym adn a one Te tm eo eae ee ee 258,936 248,880 

Comimercial ais 5465s: oS eb aw Sa 277,355 83,590 

| Sh ee ee ee Erte Mente eer Abe rah hon sty ols Series odo Guo Hb a a8 710,753 7105205 

Othet =. ceo Re Matha Renta: Soe AE Big icici cae ho A ea ee 5,203 6,674 

2,481,134 2,305,514 
Allowance for doubtfulreceivables. ...%. (4.coaes becca ee eee 25,284 24,057 


Investments in Non-Consolidated Subsidiary 
and other Companies 


Other:companies—at:cost (mote 4) 5... Says ors oes an re nee eee 9,651 1,564 
Lifé assurance subsidiary (note 3): s5..20. he eae ee — 8,615 
Mortgage insutance:company (note A)e «215.5 + ei) oe fe elton ee 6,402 


9,651 __ 16,581 
Other Assets and Deferred Charges 


Income taxes. recovetables si25 6% name 8 ards tome ec eee aes nas oe Ge ee ee 153 248 
Leasehold improvements and prepaid expenses 45 Sa. =e) ak eck ee em ee eg cre eee 2,493 2,091 
Unamortized debt: discount andexpense™ 27>... 2. te ee ee ee 13,251 13,365 
Unrealized foreign exchange lossés (note (d))e.. Ge =e tee Cee ee ee 19,127 = 
Premises and equipment—at cost, less accumulated 

depreciation of $6;200,000 (1976—$6,234; OOO). ye esa scion tiep enor ei eee een era 4,125 4,319 


39,149 20,623 
2,536,484 2,409,966 


Signed on behalf of the Board J.S. Land, Director S.F. Melloy, Director 


IAC Limited 


CONSOLIDATED BALANCE SHEET 
as at December 31, 1977 


1977 1976 
LIABILITIES Aiea amc ee 
MemnecemiAnG Dank WOANS 0.2.5. 58) ac oh oe oo Se kee hea oe bn Deb ween obs aes if —_— 17,500 
peeoica ohort-Term Notes (note l (d))..) 6. eee ccc cc cee te sce eee dea ha ras abe bee 642,334 603,662 
Secured Term Notes (Schedule A and notes 1 (d) and 10) ..... 0... ccc eee 900,520 TO1,993 
Memenreubesn( SCicdu lesb anid note lO)ia,04cc8 ca foe sp kvietes a «3 sears a) 6.4) bia ¢ ace stand ole RARE Olas 98,927 122,176 
Subordinated Debentures (Schedule C and notes 10 and 13)... 0.0.0... ccc eee eee ee 33,956 355158 
mersecured term Notes (notes 1(d))and’9) ). squires ccs seen vested ena ofan ean vad ae dees 5,102 5,458 
1,680,839 1,545,947 
Payables 
Pecourmispayabie and accrued liabilities. .....4.605 620) .08 500+ 4s sda eve ae ved deta eees esau 106,269 100,117 
SIU Ce: CDSS. Ss a eRe RA i cae ak ota hte oa me ed Ar a 1,698 1,885 
107,967 102,002 
PEC MEUCOINTICN NOt Hl) neice nas. 1s Crh ae ces al a aie b Sc UR auaet BEA 331,083 375,588 
Unrealized Foreign Exchange Gains (note 1 (d)) ... 0.0... cece teens — 3,624 
meme CUTICOME* TAXES (016 12)» 51.0. denn doe kh eee cc ee Se OPS RES UNG bk ealgle ee vee 165,648 149,044 


2,285,597 2,176,205 


SHAREHOLDERS’ EQUITY 


Capital Stock (Schedule D) 


RRO GESITALC SU Pett eee tg 2) ee... Lt lr omer A Se WaT eas lt Ws Get Pa ERE. i enema aca RS ea 16,268 16,623 
MrrnaMnCO TEST ALC SA( THOLC LL. 3 Ee het) oe ee tN cla Mamet ol ecto a cheers 8 Cheese her ss UALR mote 51,451 51,028 
67,719 67,651 

Rete MIC OUE: HEATITIDS (DOUG 9) cn 50 8. w Sree LO he ag HTM Ea RE SNS Rabel 183,228 166,110 


250,947 233,101 
2,536,484 2,409,966 
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IAC Limited 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


for the year ended December 31, 1977 


Sources of Funds 
Operations— 


Earnings before extraordinaty item) 2:4... 632 oe ceeicern o ah Sean ee eee 


Amortization of debt discount and expe 
Amortization and depreciation of fixed 


NO aoe O RHODA OAD ORO Gop OOOO MONOD OO Dob DO OOOO 6 
ASSES 5 wie ye edicisi Slate. dlousviger eon eyo citel aesoey Sr arse ener ee Ce sp men nG RE: 


Provision for deferred income taxes... Disenc)< alias sen ee 
Contribution to earnings of unconsolidated 
subsidiary and mortgage insurance company .;.... “2% s2-- fou + eet es oe see ee eee 


Borrowings— 


Short-term debt—issues, less. redemptions «2.505 o.0cudw codebase wr nie eee 


Other term debt— 


Proceeds from new borrowings. 2.3.5 csersu icy Shes Gain tn 6 a ees ie ee 
REdeiMPHONS coe reie wihig Ss Bie K Seemed Oa a ele ea le eae oe a ae 


Funds received on sale-of subsidiaries... 5 ss aeh kk a eee ce nee nee 
Less:,Cost of assets sold.) wag. 4 a0 ase hed la a ee eee 


Capital Stock— 
Common shares—proceeds of issue . . 
Preferred shares—cost of redemptions 


Investment in Marketable Securities... . 
Other— 
Net increase im payables 2.02.32... 
Net decrease (increase) in other assets 
including other receivables ....... 


Decrease Cashier wn eee 


Uses of Funds 
Increase (decrease) in operating assets— 
Receivables— 
Sales:-financing ris...) seec ee 
Consumer loanss .. 22-4 ae 
Residentialmortgasesi;. sa ee 
Commercialloans*. 1.24 ao ae 
Leasing, ric. Sareea eee re ee 


Investment in mortgage insurance and 
Offer. comipaiiess4-2ein. acne 

Dividends paid on common and preferred 

Reassessment of prior years’ capital taxes 


6) (6) eo: fe)) 6 e, ee teks) «(9 cere) 0) .6, (0, eel e) 840 Jolie! lose) elelie)\elie! lene: <1 (erreuceukel 6 eog sais Mens ue cone) (0 


SO (ee: w]e! 'e) “w) 0) Je! [o kis ie. iw; (mw) is) (wiiesiim 0)..8) 6) le, 10) een s.e ene! 08 0 16 menieste sever werxe(@) (ey) eels) 0a.) 8 yKe) 


ere! (© Sle © 6, ©) © ‘e (0; ‘sy ie @ (@) fe) © Ye \e (@) 0 le “6; 6 ere 'e 6 leuiefie, elie) .6) 0) 0 (ey lel ee (ere) es elie. oie, 96s; aus 


ol fel ee: ie 16. ote" (6: 0° 0) .6) a 6:48) elke) 0) ele et eye Te) 0, o)61le) ‘pi lo«[bi (6 (opens! ¢, elec lege) eee ejeurs ia, iémene, 


©) (ue ‘wn \e, 9: 's, a (0) 0,6, 0) (0) (= fp) 6) @ 'e a feuie ve, Vee se #:é) Nel reii(e) (6) (6 Menie! key eellanie le)" @1el 67.66! rele een 


eres 6) 0 Ne) ee) se, ©, 0, ‘6)-0( 0, © © sedlel =) 6 's}ile) ©, ‘wie ete) 10) 9) tel 8)e) 6) <e: (ou (ee) @ a) (8 5 em eis ewesnerer-6! (e006 


Oi [ele Tei eet 0) et © @, wi te) Oho! @ @6:.8) (6: 0) (ei te: (0; cei 10% e/\te' ei (e) 0% 0 6, ie) 0) Solio: \@) ie) fel se) fei to) (oie, ie: (een eile 4: ie! 
©, 10) fe) le (a, (ee) \oute [6) <6) 01 0, 0) ¢) oe, a¥fall ol ele one 0) \@) ome. (0) (Oe) (of ease? eo) ue) 6) (Sl emi delveucen 6) 167.011 6.56) ene) 
@ Xe 6. 0! Je 10) ‘e, 0) “¢ je’ (e. 0 101 e) fe) (ee) @) 60:07 6) 10) <0: <0) 8) 10) (6 ©) <6) (e's) ©) 1p (#| -© 8 sa, (¢) @) @ (0) (0, (0, 10) <0) (8) (ene ve: .esn6 
©) 0 <Oifo) eh a One se) (e” e) Sei 03.6, 10) 0! ,@) 10: (8) @: ve) 1@%ue) 10) eee) (6 0S 16) (07 1) (ou 6 (01 70, Ie) 18, (A) \0) (6,0) femelle? ee) aja) jen) 


@ 65 ¢).s) Je: \e\ @: 16: ie) eke collieisio) wi (ei ie) fe; 0) re! 606) /em16) 70) 1Gy fel. 6! reel 6, 16716116) -0] oe) eo, [e) fe) 0), e7Ke) ce) con a) toler ete a. 


@ a) fey le, 6 'ejhe: 0 0 “e|) ¢, 16 fas; 160) 10 0! le! 10, Gn 1e1).6/0). 0). @! eine’ ot 's) 10 )'9, 16] (6) 0) 0) ce) -@) Ke Niel nehie: Si n@n Oy O10) 0H: 


SUD OUD SOO OOOGH ODO UDO OS COMO COOOD ON Reda dO Grae 4 oon borC 
GHALOS : bins: aren Payee ate ocpteaeeteneee Ree ee eee eee 


8: 8, vive) el 0) ©, .6, §0) 6. 1@; 16) 61 ©, oule (ee) ese! ceiie: 16. we. le! (@inie] Ke) .6146) (el) a) B16) Le) 6) (eo) (0) 10) ela) #i omen es ie) (66 


1977 1976 
$000’s $000’s 


(1,398) _ (1,363) 
51,266 57,005 


23,883 (86,093) . 


192,983 238,442 
104,681 149,914 
88,302 _ 88,528 
112,185 2,435 
22,067 10,447 
9,578 8,625 
12,489 1,822 


423 51 
(290) (993) 
133 (962) 
5,213 (16,421) 


3,024 4,415 


544 (4,235) 
3,568 180 
54,258 7,183 
239,112 — 51,242 


(1,643) (14,990) 
(25,623) (12,741) 
10,056 46,633 ~ 
193,765 (759) 

536 (14,623) 
177,091 3,520 
44,505 30,417 
(1,227) (417) 
220,369 33,520 


1,268 1,356 
16,894 16,366 
581 — 

239,112 = 51,242 
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IAC Limited 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
for the year ended December 31, 1977 


1. Significant Accounting Policies 

(a) Principles of consolidation 

The statements consolidate the accounts of 
the company and its subsidiaries. 

(b) Recognition of revenue 

Precomputed charges on sales financing retail 
receivables for terms for less than forty-eight 
months and on consumer loan receivables are 
taken into income using the sum-of-the-digits 
method on an account by account basis. Be- 
cause this method does not maintain the origi- 
nal yield over longer terms, on sales financing 
retail contracts written for terms in excess of 
forty-eight months, unearned income is taken 
into earnings on the actuarial yield basis. 

Discount on residential mortgages purchased 
is brought into income over the remaining 
term of the mortgage using the actuarial 
yield method. 

Leasing transactions are reported in accor- 
dance with the financing method of account- 
ing. The excess of aggregate rentals over the 
cost of the leased asset is recorded as unearned 
income at the time of the transaction. Income 
is taken up over the term of the lease pro rata 
to the declining balance of the investment. 
Gains arising from residual values of leased 


assets are reflected in earnings only when 
realized. Contractual disposal proceeds 
negotiated at the inception of the lease are 
included in unearned income and taken up 

as described above. 

(c) Allowance for doubtful receivables 

For IAC sales financing, consumer loans, 
commercial loans and leasing, such allowance 
is established by evaluating individual accounts. 
For residential mortgage receivables, the 
allowance is set up as a percentage of such 
receivables. After collection possibilities have 
been exhausted, any balance remaining on an 
account is written off. 

(d) Translation of foreign currencies 
Unhedged assets and liabilities are translated 
to Canadian funds at current exchange rates. 
Foreign currency borrowings which are 
covered by forward exchange contracts are 
recorded at exchange rates established under 
the terms of such contracts. Exchange gains 
and losses on current assets and liabilities are 
considered to be realized and are reflected in 
the statement of earnings for the current fiscal 
year. Net unrealized exchange losses or gains, 
resulting from the difference between the 
current exchange rate and the exchange rate at 


the date the proceeds of unhedged borrowings 
were received or the date of purchase of 
unhedged assets, are deferred and carried in 
‘‘Unrealized foreign exchange losses’’ or 
‘‘Unrealized foreign exchange gains’”’ 
respectively in the balance sheet. 
(e) Amortization of debt discount and expense 
Debt discount and expense is amortized over 
the term of the related debt instrument. If the 
debt is prepayable or exchangeable at the 
holder’s option, the amortization is calculated 
to the first optional maturity date. When a debt 
obligation is redeemed prior to maturity, the 
related unamortized charges are written off 
in the month of redemption. 
(f) Methods of depreciation 
Buildings are depreciated on a straight-line 
basis at the rate of 2.5% per annum. All 
other physical assets are depreciated at the 
maximum rates allowed by the regulations of 
the Canadian Income Tax Act for claiming 
capital cost allowance. 

Leasehold improvements are amortized in 
accordance with the regulations of the same 
Act over the term of the respective leases. 


2. Gross Income 


ie TUE TO ra ck MeFi a ket cliente one auntie ste o ovals Roger Meg soe ol oe Mea etree went aay 
BSOMSMNMET TOANS an 20 wars ins» « 2 RO Oe EEL NSU mts EL ce MCR SAS eT A RS tg er 
Be SIC ICE MSINOEL AES Tous ie neh syne w aseite 1 vite ngs sneadh nodule ie MOMS Suck a tower aller c Males Rsehay sax chaiueene 3) Se SUATaE A 
POET NERS IRAN CLO ENS Fae esi ats Cane as iN ergs pits She WE aaa SIRs es aa pr OG Bae na HN TA td hs 
LACES TEs NG nN Ne gM nt tts bo anit ere Ne mc ca? Wei ROR BPN nc” Nome aie hese eee ra 3 


EAOVASIONUTOLOOUDtLULTeECeIVADIES San x0 Lites hcee tow ors cde ee Ee ide) ee a cnaes a 


aS ANY MUSULARCE Pleniiulins,.4,20008) 5 co orahs Sei nio alla Gos Sees eS Hn eee ania a hn et eat 
TEAL CLAD IC SCOURILIOS <3 beg) c 25. cata careuat a a. J aie eras a ure oh eee et cE Ma el eee aN alone gf ARR 


Increase 
1977 1976 (decrease) 
$000’s $000’s $000’s % 

121,282 129,454 (8,172) (6.3) 
29,459 39,242 (9,783) (24.9) 
36,387 33,451 2,936 8.8 
17,245 10,021 7,224 i227) 
46,342 47,779 (1,437) (3.0) 
250,715 | 259,947 (9,232) (3.6) 
11,159 11,617 458 3.9 
239,556 248,330 (8,774) (3.5) 
18,674 19,311 (637) (653) 
2,006 e585 421 26.6 
260,236 269,226 (8,990) (3.3) 
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3. Sale of Subsidiary Companies 
On November 15, 1977, the company sold all 
of its shares of its subsidiaries, The Sovereign 
Life Assurance Company of Canada and The 
Sovereign General Insurance Company. The 
sale resulted in a net gain of $3,023,000. 

The company previously recorded its 
investment in The Sovereign Life Assurance 


4. Sale of The Sovereign Mortgage 
Insurance Company 

On December 19, 1977, the company exchan- 
ged its investment in 40% of the common 
shares and $2,468,000 of the preferred shares 


5. Retained Earnings—Statutory 
Appropriation 

As at December 31, 1977, an amount of 
$8,732,000 equal to the par value of preferred 
shares purchased for cancellation, had been set 
aside in the accounts out of retained earnings 
(1976—$8 ,377,000). 


6. Fully Diluted Common Stock 

Earnings per Share 

Assuming that all conversion rights outstand- 
ing at December 31, 1977 had actually been 
exercised at the beginning of the year, fully 
diluted earnings per common share for the 
year ended December 31, 1977 would have 
been: 


7. Sales Financing Receivables 


Sales financing receivables comprise: 


8. Maturities of Gross Receivables and Payables 


Receivables 
Sales financing 


Commercial loans 
Leasing 


Payables 


Debts eres Acasa eet ee ae ee 


Excess of Receivables (Payables) 


All receivables have been allocated on the 
basis of contractual terms including residential 
mortgages which formerly were allocated on 
the basis of amortization schedules. 
*Allocation not adjusted for sinking fund, 
mandatory redemption and purchase fund 
requirements (see note 10). 
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Consumerloanse- eeee ee 
Residential-mortgasesian- 4. ce eta e 


Otherrecetvablesi no eee eee 


Company of Canada at cost plus the 
company’s portion of increase in unassigned 
surplus of the subsidiary since acquisition. 
Included in income for the current year is the 
company’s portion of the increase in the unas- 
signed surplus of the subsidiary to September 
SU IOI A. 


of The Sovereign Mortgage Insurance Com- 
pany for 17% of the common shares and 
$2,468,000 of the preferred shares of Insmor | 
Holdings Limited. 

The investment in The Sovereign Mortgage 


The results of operations of The Sovereign 
General Insurance Company amounting to 
net earnings of $1,500,000 for the period to 
September 30, 1977 have been consolidated in 


the company’s statement of earnings for the year. | 


Insurance Company was accounted for on the 
equity method. The investment in shares of 
Insmor Holdings Limited is accounted for on 
the cost basis and is included in *‘Investments 
in Other Companies’’ on the balance sheet. 


1977 The calculation assumes that earnings appli- 

$ $ cable to common shares were increased by 

(1) Before extraordinary $1,181,000 representing the elimination of 

LECT eee Gy ya eee 2 De interest, net of income taxes, attributable to 
(2) After extraordinary > es the 914% convertible subordinated debentures. 

i(k 00 eae emcee cee oa oe Dei pp) 
1977 1976 
$000’s $000’s 
Wholesale-receivables’s<Acc-aeetocucntia ce ee aneae  e 349,162 287,670 
Retail receivables’. sy. ee eee eee ee eee 701,639 764,774 
1,050,801 1,052,444 
(in millions of dollars) 
1 2 3 4 5 6-10 Over 10 
year years years years years years years Total 

Sra 703: 1 213-6 96.2 Des 8.8 6.8 = 1,050.8 
Ts 89.7 53.0 29.0 ey, 0.7 — — 178.1 
ete 28.1 38.1 47.6 SKI 58.8 15:5 13a7 258.9 
Rove S57 20.5 222 et 33.1 130.7 15 277.4 
Praia 113.0 105.1 86.8 69.7 By Ei 190.0 86.4 T1057 
ey deat aes — _ — — — -- Sie 
990.8 430.3 281.8 125 161.1 343.0 101.6 2,481.1 
Beace Geet! 62.2 79.8 SSe2 92.0 533.9 147.0 1,680.8 
ee 99.7 SoZ 23 0.5 0.2 0.1 — 108.0 
812.4 67.4 82.1 53.7 92.2 534.0 147.0 1,788.8 
ete 178.4 362.9 199.7 118.8 68.9 (191.0) (45.4) 692.3 


IAC Limited 


9. Unsecured Term Notes 1977 1976 
Unsecured notes comprise: é $000’s  $000’s 
Parent company— 


8% term note for U.S. $3,471,000 (1976—$3,879,000) repayable in equal 
semi-annual instalments until 1986 

Niagara Finance Company Limited— 
6% term note for U.S. $1,193,000 (1976—U.S. $1,533,000) repayable = 
in equal semi-annual instalments until 1981 


10. Sinking Fund, Mandatory Redemption Certain issues have purchase fund require- (In millions of dollars) 

and Purchase Fund Requirements ments which are non-cumulative and under Years ending December 31, 

The sinking fund and mandatory redemption =| which the [AC companies are required to [LS [ke stteieee, See tt eaten ale diel ca,o Cale $18.6 

requirements for the years ending December redeem only debt instruments offered to them DSTO MEN cape dy Coals Lace sit eam ea $1523 

31, 1978 to 1982 are as follows: subject to limitations as to price and aggregate NOS. O Bars cera this cue suste te eee. © $12.7 

$000’s annual amounts. It is not possible to predict NOS Uae neers Sein cents) to ee Pegs $11.4 

TS oe Be a a a 55293 the amounts that will be offered by holders. TOS 2 ake aise os. mv eas cis un. «eaters $ 9.6 

De ri lel 5) 2) 5 os ca ec aral dyes 5,609 The maximum purchase fund requirements for LOSSLIS TG oncres en t.ho Ces akaae = $28.4 

A oa Aeon ae 5,873 the years ending December 31 are as follows: ALletO See .atertecird cane ede one $25.6 

Oo yee 6,641 

ULE 65 Ce a 9,376 

11. Unearned Income 1977 1976 

Unearned income comprises: $000’s_  $000’s 
Bidearicusctvice Charges relating to. sales financing receivables <<... ac vs 6 os veces Se snes eect news eee a eee es 95,879 110,005 
Peecatncuscly ice Charges relating to Constimer loams’..2 4a. one oe de eres bee kn a paws wee nee eae ede bee 25,319 32,198 
erceconncome telatine toresidential mortgages! 2. 5260, < aco och ese od ng WM tes Hon Sleds SP ola eee gree Bese 3,457 4,257 
Mecano mc rclaline:tO, commercial JOals 24) neath ce wees oe 1G fats aie nog oe es neo ayety ba aetna ye ls we See 373 9 
Bee mc once Teale tO leasing TECeIVADICS am cinnk coecln ssc. ome A Aas sae as oS eed alee we ee ee 206,055 220,613 
Bree ele ett LV WaStiranice PIelalUlisss tay cee kh pea Meena eee Ol Wane DES en ee A ae acca ES See — 8,506 


12. Deferred Income Taxes 
Deferred income taxes arise from timing dif- 
ferences relating to the treatment for income 


tax purposes of income and expenses as- 1977 1976 

sociated with the following: $000’s $000’s 
RSE MEMOEC td OES fh Seo Ponsa fn dak alt i 2S Tate peg ead op Mee olay SAE enh gv Un ey CR Aan autho a PNA ob arclaEm «Ae Seah ae, » «ash 147 68 
Reade mrialinors Ae TeCElV ADIOS imo aiacs < mh aopete eee Wee  oiel Roonaan Poe Sere sess Pere R “ice eao7 <) nite apenas is fsb 971 935 
Baainorized GcOr discount and OXPelSe mms snare oe ek aerate ow Ree cheer Metre pty eNeic, bie Sicha Mr'hl Se Gle lS aate es ee 707 718 
Mer AT SC SEAL C CMI PENICIAL GAs Ares isis Siesta ia raaa) Seo cccinse tes HDs oe CMC RR ie ene er alec eS el a (Sate hie Sans ka Hope ila ie 3 - 171 184 
Mare dene Gi Cast ally INSUFAance PECUMMUINS 5. chcc.31 <6 pe whs machen oly er gee ame end orcas ares slate: vgs obit shan eran anand)« voleue ar nae -- 1,019 
\L SARIS SCS NGG) oS I ae ae ein PPA tears Pom greens a Cacti meee 175 412.5 Aon raccarit lac, are he ar ae ae 163,652 146,120 


13. Common Shares 

1,194,950 common shares are reserved for 
conversion rights exercisable until July 14, 
1979 at 50 shares (equivalent to $20 per share) 
and thereafter, until July 14, 1984 at 46 shares 
(equivalent to $21.74 per share) for each 
$1,000 of principal of the 1974 914% con- 
vertible subordinated debentures. 
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14. Commitments Under Leases Approximate 
The companies have leases on office premises annual rentals 
used for their business, requiring rental Years $ 
payments as follows: 1QT8 2. ss-0oea. Go poke oneatay 2,762,000 
VO TDS. care agrees Mesa Pearonn eee 2,295,000 
LOS Owe eee ad AOR eee 1,667,000 
LOST Se eee corks ee eee 1,143,000 
YOR Di ce eae a cae SRe eRe ieee 901,000 


The aggregate rentals for 1983 and 
thereafter amount to $5,228,000. 


15. Remuneration of Directors and Officers 1977 1976 
Aggregate remuneration of the IAC Limited $ $ 
directors as directors of: 
TAG Limaited oo eae Ps 25 Ox ieee 8 Ne Phe tg hee ee Ie ea ok re ee 100,113 88,452 
Niagara Finance: Company Limited <0 a7 wo. nd. scorns 5 ee See ee ec ay ee a eee 16,500 18,150 
The Sovereign General Insurance:Company x. 95.cis cece s ocr ae eae alee aan er 8,150 9,500 
The Sovereign Lite Assurance: Company of Canada. 2-140 0s com ae era ee ee 11,750 12,400 
136,513 128,502 
Number of directors of [AC Limite@) 24.04% i. a0 5.5 = ora, sae ho Oe seid es ee ee 21 25 
Aggregate remuneration of the IAC Limited $ 
officers as officers.of IAG Limited -icn..:. se As daw ce crane eo a bee Nae ee oe ee ee 1,684,237 1,513,671 


Aggregate remuneration of the IAC Limited 
officers as directors of: 


Niagara.Finance Company Limited) <..460. 34s cen eassnc coal sears ae sree eee cre 8,400 10,050 
The Sovereign General Insutance Company... «0; + -saeiecintes sein eens eee meen ais poet eee eee 2,650 3,000 
The Sovereign Life Assurance Company of Canadarce . © 2.5 oo napstns cic ps ors cry 2,350 2,600 
13,400 15,650 
Number of IAC Limited: officers: a ccs osc 2 ces 8 Sy ok wt a wR eee ae eee ane tec a 24 26 


|. 
|. 


16. Contingent Liabilities 

IAC and some of its subsidiaries are parties 

to certain litigation incidental to the kind of 
business conducted. In the opinion of manage- 
ment, the ultimate liability, if any, will not 
materially affect the companies’ consolidated 
financial position or results of operations. 


17. Anti-Inflation Act 

The company and its subsidiaries are subject 
to the provisions of the Federal Anti-Inflation 
Legislation restraining prices, profit margins, 
compensation and dividends. 


18. Conversion to a Chartered Bank 

On July 14, 1977, an Act of Parliament incor- 
porating the Continental Bank of Canada and 
providing for the conversion of the Company 
into a bank received Royal Assent. 
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CONSOLIDATED DETAILS OF SECURED TERM NOTES 


as at December 31, 1977 


Year of 
issue 


Payable in Canadian funds— 
Parent company 1959 
1959 
1960 
1961 
1962 
1964 
1965 
1965 
1966 
1969 


Niagara Finance Company Limited 1964 


Niagara Realty of Canada Limited 1970 


Payable in U.S. funds (note 1(d))— 
Parent company May) 


Niagara Finance Company Limited 1975 


Series 


Fp 
is 
ober 
Wes 
Pee 
ane 
gen 
eae 
637774 
Saye: 
63977 
ee Kk 


Sige 
See 
ees the 
Ae 
oe ean 


TNE 
Bx 
Ox 
aE 
COR 
co 
66 Re 


Grae 


ee 
sori 
ee 
con 
aaa. 
ae 
ee 
63677% 
3R77% 
40"? 
AL? # 


6667? x 


Rate 
% 


5% 
612 
6 
SA 
5.40 
Si 
57/4 


6 
6 
8Y%A 
83/4. 


977 
Th 
8A 
Th 
9 
104 
10° 
912 


55 
si 
514 
5 


5 

Si, 
SA 
TA 
pe 
9A 
91” 


10% 


Schedule A 


1977 1976 


Maturity date $000’s $000’s 
70) US oA WLU nee eet ey Meee ae 6,000 6,000 
December 1979 ate. a 5,000 5,000 
AMENStS TORO Fey. ae 7,500 7,500 
November 15, 1981 .......... 8,500 8,500 
Tul yD O82 ae yk aera eas: 10,000 10,000 
September (57 19840 ny rer... : 15,000 15,000 
Marchi O Soe rater. rs 12,500 12,500 


December 1, 1985 
February 1, 1986 


Mayo Odo) <a oe... 200 200 
Maye NOR OF ces eto 1,200 1,200 


September 1, 1991 
May 15, 1981 ... 


Se Recs 2 25,000 25,000 


Duly SON SEO RS gees ey eh cous 2 100,000 100,000 
AY Nie) onal ed PoP ee ea ee 100,000 — 
328,814 230,525 
PAPUil ph SOM OCA ee oe eth ae Bh. he 10,000 10,000 
IEC VAL RO Sole ence pare nia ah cet 10,000 10,000 
Mayall, WOS Spit eee acatcs So ahs oe 10,000 10,000 
December 1, 1986 ........... ‘ 5,000 5,000 
Mav als 19S GRr a tors. cies eters. shcckes 7,500 7,500 
42,500 42,500 
December 15; 1990... ..2...25. 4,610 4,610 
December 15, 1986 .......... 17,923 18,516 
TISUESTCLS Mel 2 wr neh esr ah ug 12,893 13,465 
DEAL OSS FRU ict cde Me gs Outta ts 18,376 18,801 
WMiaECh lL ALSO4 ee en esc hes a 23,460 23,460 


June 18, 1981... 


SOL estore. 9,834 9,834 


December Si 1984 a nants wr. 12,750 13,494 


January 30, 1984 


Pebruary 15,3197 / oe 


October 1, 1982 . 
Aprilhl, 1988~. .. 
October 1, 1984 . 


February 15;,1985: 3... 


October 1, 1987 . 
February 1, 1986 
October 15, 1986 
June 1,1990.... 
May 15, 1994... 
March 15, 1983 . 


EA Peer 50,000 — 


149,846 102,180 

Par value U.S. $000’s 
— — 15,870 
peor, 10,000 10,940 10,088 
eg: 10,000 10,940 10,088 
abaya 10,000 10,940 10,088 
15,000 16,410 15,132 
eae 20,000 21,880 20,176 
i ee 12,825 14,031 12,938 
ee 10,550 11,542 11,398 
oe 12,900 14,112 13,165 
Sethe 42,525 46,522 43,378 
et 50,000 54,700 50,440 
193,800 212,017 212,761 


September], 1990 +... 27,000 29,538 28,745 


Holders of ‘‘37’’ notes due in 1979 have prepayment on December 15, 1978. 


an option to exchange these notes at 


Holders of ‘‘D’’ notes have the right to 


maturity for either 8'4% 1984 notes or prepayment on May 15, 1980. 

834% 1989 notes. Holders of ‘‘E’’ notes have the right to 
Holders of ‘*38’’ notes have the right to prepayment on March 1, 1980. 

prepayment on June 1, 1980 or 1985. Holders of the 9% notes due March 1, 


Holders of ‘‘A’’ notes have the right to 1984 have the right to prepayment on 


prepayment on December 15, 1980 or 1985. March 1, 1983. 
The parent company has guaranteed 


Holders of “*B’’ notes have the right to 


secured notes of Niagara Realty of 
Canada Limited as to principal, interest 
and redemption premiums, if any. 
*These notes have purchase fund 
provisions (note 10). 
**These notes have a sinking fund 
provision (note 10). 
# These notes have mandatory redemption 
provision (note 10). 
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CONSOLIDATED DETAILS OF SECURED TERM NOTES 


as at December 31, 1977 Schedule A (Continued) 


Year of 1977 1976 
maturity $000’s $000’s 
Notes issued at rates of interest 
varying from 7.50% to 10.25% 
Payable in Canadian funds— 
Parent company LOT To Sengeely Sip Sis ee cee epee ene — 50,508 
1978! 2s React eee rere eer gt Siena Me 46,505 43,505 
TOT 9’ « aloneeeis Gass laaecc tere ORR aac ge eee meets ok ee ae 27,090 290 
TOS Oi See edie, Bg ealeie eee ee eek anos aac eae 2,515 2,519 
76,110 96,818 
Niagara Finance Company Limited A eae ery ere cee tN ne WERE otek A ya Cn (5 — 880 
POTS: ed eer ay seas oA eae CEL al pcos ctrak SRE ecg Tate ero 172 172 
bee Mn reece eo Nr SIAR ERIM nrc tec etuns. 0 ieee tas 15 15 
TOSO! Sora egies cetera ios ali Le oy Saree 20 20 
LOS 2 sr eich Pecan e Aes Souk Ane eee eee eae 5 — 
212 1,087 
Par value 
U.S. $000’s 
Payable in U.S. funds (note 1(d))— (CS ae RO ORE AE ane Ne My — — 5,816 
Parent company TOTS: caribaea ois ash eeaene eee aie eee 1,800 1,969 1,815 
ie Rue rt ney) hae ere hc Ay ol te 1,800 1,969 1.3 be) 
LOSO aes i esecave acre 8 cei Genet ee renee 1,800 1,969 1,815 
LOS Ly oe nas sees ake eee eee ee ene 1,800 1,970 1,815 
LOB 2° hiss. Puce see eae ee ee 35,000 38,290 20,178 
LO 83) sie Sh Tee ore cae hee ker ee Re 10,000 10,940 10,088 
325200 57,107 43,342 
Niagara Finance Company Limited LOB 2 rec srctete apt canoe aT ee ce ee ee 1,000 1,094 1,009 
LOSS 5 eos cee-S doe Gye ae aces eee ce 1,000 1,094 1,009 
LO BA ho os eee aired cree cee one ee ee te 1,000 1,094 1,009 
VOSS st sae de es eee ee ee eee 1,000 1,094 1,008 


4,000 4,376 4,035 
900,520 761,993 


All secured notes payable in U.S. funds 
have been converted at current exchange 
rates (note 1(d)). 
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CONSOLIDATED DETAILS OF DEBENTURES 


as at December 31, 1977 


Year of Rate 
issue Jo Maturity date 
Payable in Canadian funds— 

Parent company 1957 53/4** Janutlary,1 5, 1977 <s.... 
1957 Onis September 1, 1977.. 
1958 514 ** Bebiwaryal. 107 Sane 
1959 6), F* ones 525197 Oe eres 
1960 634** February 11 9800s ae 
1961 534 ** HU OS eee eee 
1962 534** February 15, 198225. 
1965 614* December 15, 1983 ... 
1966 DB December 15, 1986 ... 
1970 NAF October (IS4199272.-.- 
1975 O4## March25,1995...... 

Niagara Finance Company Limited 1972 Se April 99D eee oe 
1974 11 4### October 15,1994..... 

*Sinking fund debentures (note 10). # # These debentures have purchase 


**These debentures have purchase 
fund provisions (note 10). 

# These debentures have purchase 
fund provisions until October 15, 
1982 and sinking fund provisions 
thereafter. Holders have the right to 
prepayment on October 15, 1982 (note 10). 


fund provisions until March 25, 

1983 and sinking fund provisions 
thereafter. Holders have the right to 
prepayment on March 25, 1983 (note 10). 


DETAILS OF SUBORDINATED DEBENTURES 


as at December 31, 1977 


Year of Rate 
issue % Maturity date 
Payable in Canadian funds— 
Parent company 1966 63/4* August 15, 1984 ..... 
1967 7 *## November 1,1985.... 
1974 914**# July 15,1994 ........ 


*These debentures have sinking fund 
provisions (note 10). 
**Convertible debentures (note 13). 
# These debentures have purchase fund 
provisions (note 10). 
# # Conversion rights on these debentures 
expired October 31, 1977. 


Schedule B 
Amount 
authorized Outstanding Outstanding 
and issued 1977 1976 
$000’s $000’s $000’s 

= — 5,324 
— — 3,050 
6,000 2,952 Syi27 
10,000 6,150 6,686 
10,000 6,386 7,000 
10,000 7,289 des 5S 
10,000 6,543 7,102 
10,000 5,974 6,654 
10,000 6,566 6,689 
15,000 11,793 115793 
30,000 29,785 29,785 
83,438 94,768 
15,000 489 12,408 
15,000 15,000 15,000 
15,489 _ 27,408 
98,927 (122,176 


# ## These debentures have purchase 
fund provisions and the holders have 
the right to prepayment on October 
15, 1979, 1984 and 1989 (note 10). 


Schedule C 
Amount 
authorized Outstanding Outstanding 
and issued 1977 1976 
$000’s $000’s $000’s 
15,000 9,888 10,659 
10,000 169 600 
24,000 23,899 23,899 
33,956 35,158 
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CONSOLIDATED DETAILS OF CAPITAL STOCK 
as at December 31, 1977 


1977 
Amount 
Shares $000’s 


Preferred Shares 
Authorized and issued— 
414% cumulative shares 
of $100 each redeemable.at $101" Gc 2. . wean eee eee ~ 100,000 10,000 
Purchased for cancellation - +c 2.4.65 eee 61,824 6,182 
__ 38,176 _ 3,818 


534% cumulative shares of $25 each redeemable at 


$26.25, declining to. $25.25 at May. lo.) 198i ec eee eee 600,000 15,000 
Purchased for-cancellation = .isacuten eer oes Cee eee 101,983 2,550 
498,017 12,450 
16,268 
Common Shares 
Authorized without nominal or par value (note 13) ...............000. 20,000,000 
Issued and fully paid— 
Beginning of years cgis ese tee ee es 13,544,033 51,028 


Issued during the year— 
On conversion of 1967 
7% convertible 


Schedule D 


1976 
Amount 
Shares $000’s 


100,000 10,000 
___ 61,824 _ 6,182 
738,176 


oo 


600,000 15,000 
87,793 20s 
512,207 12,805 

16,623 


20,000,000 


13,541,883 50,997 


subordinated debentures <4 Guin eee acne Get a 29,610 423 2,100 30 
On conversion of 1974 
914% convertible 
subordinated debentures... 4.1. cs anes MO eee — = 50 1 
29,610 423 2,150 oh! 
End Of Years 2G is. Sih anarsr ais cree rar Oe eee ee ea G2 ee ae 13,573,643 51,451 13,544,033 51,028 
AUDITORS’ REPORT TO THE SHAREHOLDERS 
We have examined the consolidated accordingly included such tests and other position for the year then ended in accord- 
balance sheet of IAC Limited as at procedures as we considered necessary in ance with generally accepted accounting 
December 31, 1977 and the consolidated the circumstances. principles applied on a basis consistent 
statements of earnings, retained earnings In our opinion, these consolidated with that of the preceding year. 
and changes in financial position for the financial statements present fairly the 
year then ended. Our examination was financial position of the company as at 
made in accordance with generally December 31, 1977 and the results of its 
accepted auditing standards, and operations and the changes in its financial 


Kopin 


Toronto, February 14, 1978 
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Coopers & Lybrand 
Chartered Accountants 


POLICIES AND OTHER DATA 
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Accounting Policies 

Accounting policies relating to the 
principles of consolidation, recognition 

of revenue, allowance for doubtful receiv- 
ables, translation of foreign currencies, 
amortization of debt discount and ex- 
penses and methods of depreciation are 
presented in note | of the notes to the 
consolidated financial statements, page 15. 


Bank Lines of Credit 

The IAC companies maintain lines 

of credit with nine Canadian banks and 
directly or through their affiliates with 
twenty-five U.S. banks (including the 
ten largest banks). These bank lines are 
maintained to facilitate the short-term 


borrowing operations of the IAC companies. 


In accordance with general practice, 

bank lines of credit are subject to periodic 
review and may be terminated or reduced 
at the discretion of the bank. The total of 
all credit lines amounted to $663.5 million 
at December 31, 1977. 


Borrowing Operations 

IAC and its subsidiary, Niagara Finance 
, Company Limited, borrow in the short, 
medium, and long-term markets in both 
the U.S.A. and in Canada. Another 
subsidiary, Niagara Realty of Canada 
Limited, has issued series of long-term 
secured notes as listed on page 34. These 
notes are guaranteed by the parent 
company. 


Branch Organization 

The activities of the [AC companies are 
carried on at more than 230 locations in 
all provinces of Canada. The branches are 
under the overall direction of Regional 
Managers. Regional Managers are ac- 
countable to the Division General Manag- 
ers. There are four geographic divisions 
headquartered in Halifax, Montreal, 
Toronto and Vancouver. The Capital 
Funds Division, because of its specialized 
functions, is headquartered in Toronto 
and has a different branch network. 


Branch Start-Up Expenses 

Start-up expenses of new branches are 
charged to current earnings as and when 
incurred. 


Delinquencies 
Delinquent accounts are those of which 
the lesser of $25 or half of an instalment 
is past due one month or more. 

Renewed accounts are analysed on 
the basis of the current payment schedule 
and extended accounts on the basis of the 
extended schedule. *‘Renewal’’ is anew 
contract entered into before the expiry 
of the old for the purpose of reducing 
the amount of the instalments originally 
agreed to by the customer. An ‘‘extension’’ 
means the postponement of all or a part of 
a current instalment. 

The prerequisites for granting renewals 
or extensions are strictly determined and 


renewed or extended accounts are care- 
fully controlled. Partial payments, no 
matter how recent, will not remove an 
account from delinquent status. The 
Supplement to this Annual Report 
contains‘detailed information. 


Intercompany Borrowing 

IAC, the parent company, does not bor- 
row from subsidiaries. Subsidiaries are 
not permitted to invest in IAC securities 
either by way of debt instruments or of 
preferred or common stock. 


Pension Fund 

IAC has a contributory pension plan 
(based on retirement at age 62) covering 
all permanent employees aged 27 and 
over with more than one year of service. 
The pension plan is based on the highest 
average remuneration received over a 
period of five consecutive years prior to 
retirement. The company’s contribution 
for 1977 amounted to $1,476,000 (1976: 
$1,267,000). In addition the company 
contributed $376,000 (1976: $350,000) 
to various government pension plans. 


Write-Offs 

Net credit losses written off during 

the year totalled $9,932,000 or 0.42% of 
average receivables (1976: $10,888,000 
or 0.47% of average receivables). 
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TEN YEAR OPERATING AND STATISTICAL SUMMARY 
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1977 1976 1975 
Assets and Liabilities ($000’s) 
Lotabassets. >... mupS ices took, Seen rece ee een 2,536,484 2,409,966 2,390,847 
Total receivables: \.'st- sAic sateen oa ho Oo a sae ee 2,481,134 2,305,514 2,298,700 
Details: 
Sales:financine—wholesalex, 220 256 fac. ee eee 349,162 287,670 295,850 
=—fetail acd ola teas oe ee ee ee 701,639 764,774 771,584 

Consumer loans 002 va ee oe eek ee ee 178,086 203,709 216,450 

Residential mortgages =.2 2s. a eee 258,936 248 ,880 202,247 

Commercial loans... © ss ee eee 277,355 83,590 84,349 

Weasing Si eiuesie rer rrae SE eee ers b> 710,753 TIO 207 724,840 

Other'receivables 3.47 4 os ere re otcs Sone ee eee 5,203 6,674 3,380 
Total:debt 4 3564 @ hc aan Salas ew Sane are ie: 5 eee ee 1,680,839 1,545,947 1,540,203 
Otal CGUuity ee wcrc sce erate esc Sh Ae Pe 250,947 23371 2183822 
Debt tocquity ratio: times Faso ona ces Se te 6.70 6.61 7.04 
Operating Highlights ($000’s) (% of gross income) 
GTrOSS THCONIS Ry se RA rare eRe cs ee ea eee 260,236 269,226 243,150 
Costof borrowednoney senso snes Bane nk ae ee ee 130,163 50.0 135,265 50.2 114,265 47.0 
General Oxpenses:= were oe et auctor ess sae ton cosa tee 63,866 24.5 62231-2341 59,134 24.3 
Faring Sy 4 tense th oe eeceeh de ae aaa nie ES EY Me De ee 34,528 13.3 325267 512.0 30,450 12.5 
Preferredidividends @ s.c tions ce, ate Seen poet Sen 900 3 926 4 988 4 


Earnings applicable to;comimon shates) 226 45.01. es ae 33,628 12.9 31,341 11.65 "29; 46275s ize 


Avetage:COsUol borrowed money. Joo... «=e rence eee ee eee 8.4 So) 8.3 
Common Stock Facts 
Earnings per share outstanding—daily average ................. $2.48 $2231 $2.18 
Percent returmon-avetage equity. 0.45) ae, See ee eee 14.9 15.0 1532 
Dividends paidipershate- wy... sas oe a ee $1.18 $1.14 $1.09 
Incomerand other taxes per share.\.c.3. oae5 eee eee $1.96 $2331 $2.31 
Number of shareholdersi.0. 4 60> 0/25 56 see en eee 11,589 [e307 11,435 
Number of shares outstanding 
S-=VEATIONG se x ais wear erelante ste ua ses Rae ae ee ee 13,573,643 13,544,033 13,541,883 
—daily average: ¢S eft. ae SG. a on ee 13,551,871 13,543,285 13,5133 
—owned in Canada—year end %~ 07 5.a25.5 Sieg eee ee 96.7 96.5 96.3 
Book valtie pet shate: (virco neers een ee ee $17.29 $16.03 $14.84 


For comparative reasons, some of the figures 
for previous years have been restated 
to conform to the current presentation. 
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1974 1973 1972 1971 1970 1969 1968 
2,139,457 1,852,885 1,523,353 1,298,134 1,232,688 1,188,228 1,090,326 
2,065,068 1,779,556 1,455,635 1,206,857 1,143,403 1,111,494 1,014,893 

296,164 239,568 215,289 177,130 137,116 138,770 157,468 

798,840 725,232 606,912 516,973 533,823 566,407 510,800 

216,617 197,479 173,487 159,102 155,565 152,675 149,025 

175,619 127,589 94,148 75,992 62,631 52,044 42,000 

75,274 58,707 55,215 61,739 77,088 83,623 97,980 

498,701 427,499 307,813 212,812 173,089 113,567 53,705 

3,853 3,482 2771 3,109 4,091 4,408 3,915 
1,407,572 1,203,673 974,080 850,844 841,506 843,284 795,448 
203,645 188,437 179,520 160,882 150,628 143,431 138,305 
6.91 6.39 5.43 5.29 5.59 5.88 5.75 
221,750 171,547 147,635 138,502 143,244 136,327 122,510 
Mires 7e22e 73/280 42:7 55,919 37.9 52,838 38.1 60,693 42.4 56,030 41.1 48,958 40.0 
es 9 231) «46,083 26.9 43,214 29.3 40,740 29.4 40,938 28.6 40,161 29.5 36,761 30.0 
Gors80 10.5. 22,494 “13.1 21,994 14.9 - 19,415 14.0 16,862 11.8 15,484 11.4 14,936 12.2 
996 4 Ole 2 1,034 064iae [0799 Lelie bTM6) 29 
etme 21-475 12-5 20,960. 14.2 18,351 13.2° 15,7838 11.0 14,366 10:5 13,790 11.3 
9.0 hg 6.6 6.7 7.4 7A 6.7 
$1.69 $1.65 $1.65 $1.50 $1.30 $1.19 $1.15 
12.6 13.0 13.8 13.5 12.5 ion 12.1 
$ .98 $ .96 $ 84 $ .80 $ .7214 $ .70 $ .65 
$1.86 $1.82 $1.69 $1.66 $1.53 $1.45 $1.33 

11,853 12,510 12,672 12,802 13,502 13,904 14,081 
13,487,698 13,006,293 12,988,399 12,306,118 12,131,720 12,060,587 11,977,828 
13,204,861 12,995,747 12,694,400 12,207,770 12,085,813 11,922,218 11,954,178 

96.3 95.7 96.2 95.2 94.7 94.1 94.1 
$13.73 $13.05 $12.35 $11.50 $10.78 $10.17 $9.78 


NIAGARA FINANCE COMPANY LIMITED 


The year 1977 was one of transition for competitive with a wider spectrum of partially offset by a decline in the cost of 
Niagara, your Company’s largest subsid- financial intermediaries. _borrowed funds and a reduction in general 
iary. In anticipation of the commence- The average size of transaction during and administrative expenses. Thus, 
ment of operations by the Continental the year increased by almost 50%, but as earnings were $3.1 million, down from 
Bank of Canada, changes were made a consequence of soft demand mainly $5.0 million in 1976, excluding the 
with a view to building a loan portfolio attributable to the economic situation $1.3 million gain on the sale of the 
more appropriate to a banking institution: and high regional unemployment, total United Kingdom subsidiary in that year. 
smaller transactions have been pursued receivables at $292 million were down It is anticipated that the actions taken and 
less actively and the emphasis of business from $310 million a year ago. Lower new plans implemented will be.reflected 
development activities has been redirected. average receivables and the adjustment . favourably in the Company’s results 
In addition, charges for services in rates resulted in lower gross income in 1978. 
have been adjusted to levels that are than in the previous year which was only 
Selected Niagara Finance Statistics: . 1977. 1976 1975 1974 1973 
Earnings ($ thousands)iaci 29). cn se neces ice os a ee ae eee 3,122 ~~ 6,364. 5,858 5)508mmon oo 
Receivables ( milliOfis) tices ce nace See eer me SR ae o tne re e enee 291.6 310.2 317.8. 3IORmeZie 
STATEMENT OF EARNINGS 
for the year ended December 31, 1977 
1977 1976 
$000’s_ — $000’s 
Gross Income (note:2) cs 5s se.aesoaies 5 Roe mews ake age eee eee Ges ns BES et 32,407 42,121 
Expenditure (note 3) 
Cost of borrowed money— Short-term debt... 4425.00 23.5 ced sare ae oe 4,139 5,406 
Other tertide Dt incor es ose Doe cea te Re ee ren ee me ee 9,989 = 11,667 
14,128 17,073 
General‘and administrative’... 4 sc00a « ene ace sare en eo ttoaen aR a eee ee 12,487 15,179 


Provision for Income Taxes 


CUNTEN Ein 5: 2 & ee on-e Pasa begs giw ws. 0005 wb tek Sep oe ce ee NO ae 1,312 580 
Deferred. oii ek un ok B hice x Ls a an 5S be ol Ee ane es ne eee 1,35385 (34:27 
2,670 4,852 
Earnings before Extraordinary Item ...................00.00 eee uees 2) ohne gece Mags cca Geeta 3,122" Ser 
Extraordinary Item 
Gain‘on sale of subsidtary net ofancome taxes). 54.7 ae.  eee  ae eee e == 1,347 
Barnings 2.230c eo Sb aid etn he eee ety ae, Sees 3,122 6,364 
STATEMENT OF RETAINED EARNINGS 
for the year ended December 31, 1977 
1977 1976 
$000’s _ $000’s 
Earnings for the Year:..5'5.6 Su. sskeen oc os eee ee ee ee 3,122 6,364 
Dividends 
Class-A shares 2. tscis sila sccmrendth spe site Serer ene oe emer ee re 1,500 =—1,750 
Commion shares; o:0e hc ep ohS6 ae creole ea Ee eco ek on ge te ee 1,500 1,750 
3,000 3,500 
122 "2,864 
Reassessment of capital taxes for the years 
1973 to 1976 net of income taxes of $47,000 . 0000... cence cece nee eees (66) — 
Increase in Retained Earnings for the Year ..... 0.00.00. e cnet nee n ene 56 2,864 
Retained Earnings—Beginning of Year’. ¢.. 0. 6 4-c+ sans soso iss Gn Tween ep eso = Hee eee ee 19,125 16,261 


Retained Earnings—End of Year \ic..0206 6.25 sa eS 19,181 19,125 
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BALANCE SHEET 
as at December 31, 1977 
1977 1976 
ASSETS $000’s $000’s 
eR ogre Ore et rer cece tae, Ai acre Ale oh! Pe aay Ques une FI Ey Gy ee eae 511 De Sil 
Receivables 
NI i) ate te Me a eA rN, fe eg ce wun eng ial s, Guim dems 4) 6 han deme le a a Oa 200,720 226,000 
RP ee a Pere a Ae LTS ois is gaaite Bod hoes bon 'e 4 nui PSO Stal Os 85,859 83,544 
OMI O0 11) rn EM PB ESA Ck es a afc 0B ves 095 ods Sica’ wp Sore’ wab oop eORae eRe olia hele Dake 5,067 703 
291,646 310,247 
Dummy ance Tordoubtiul receivables: 2404.2 .fie bets nae leew avis sash edesneeeenewseeweueebecus 5,961 See del 


285,685 304,536 
Other Assets and Deferred Charges 


casenold improvements and prepaid expenses (note'6) 2... 2. ce ee me we ewe ee mene ans 47 364 
ere atc CC COn MISCOUMUAN Ie XPelSCir., 6 sacar 4 24 os pone oH we Mele bee glade ele Bin eda aa ee 943 15335 
PribeatizcasOrereiy exchange 1Oss (Note I-(C)). 40.6 ba sl on be we eee ek ee ed ees teens 1,894 aes 

neem mie Miand automobiles (MOLE.O) r.n ce eke ss eles ve uein need vd wean alee gaan e aes ae 993 


2,884 22092 
289,080 310,009 


LIABILITIES 

Peereetrmirermand bank LOANS otscc cst. ee 6 Ahh dv ei fan ce oe Pa Yale ge eb a a be aa ee SS 10,400 
er CUD STIONE PET IIS NOUCS 65 eal ia Oot ee gs aes we Sa kw Ts Da Mya w ol Ae MER bes 43,483 36,334 
SER PEMECEMENOLES (lOtes(/ ald | 2)bc "oa c.s Sen Ae es le le 3c wads APE adele DN Re eh olde ee earus 76,626 76,367 
ee CIES ANGE.) ce Pra hs ek Mo tearing ee 8G Dine wilt Oaks HY week eee a Bee Pe ad alle wake 15,489 27,408 
0 ET ETIGELUUIN VOLES CUO S/S) Os ie S03 cr eA et Ug Or ec na, SIN ag ee re er 27,865 22,745 
163,463 173,254 

Payables 
Poe enipav able anc accrued WapilitiGs. jt 25 Uewke nadie a pe aie aide a rice wht SP edesEial neh eianeiem » melee. bes 5,474 9,385 
CCBA NCI AY ADIOS rch repel ge ai Se Ee cdg nae eee MAING. BOD NCO oe a8 a SOIR wena se eartyeaehe 717 208 
6,191 9,593 
os reru ld) Vives (oy tite) foam 0) Rae pearl te er PRE AQ a an 53,805 62,199 
eurcalzed Foreign. Exchange Galt 0°... 6h s.6 cb oa feo a cee ee 2 ee On Med alee oes we oe — 756 
SCTEMNCOING  LAXCS (OLE Lieve GR cee anor Re Oe eo Eo tas ear eae 21,440 20,082 


244,899 265,884 


SHAREHOLDERS’ EQUITY 


Capital Stock 
Authorized—150,000 514% non-cumulative, participating Class A shares 
with a par value of $100 each, redeemable at par 
150,000 common shares without nominal or par value 


Pcved and folly paid 25, 000: Class-A shares aies-uoactscgas ania click Gimp acta oc ae leas 12,500 12,500 
125, 00O;cominon shares saute h eeeetee oat teers Mas tcrehlae ee er Sais dil 12,500 12,500 

. 25,000 25,000 

Retained Karnings: ....... 6.6.06 64 bcs ope dene ees Been ey thom a. Name SM 5 3 reek. 19,181 19,125 


44,181 44,125 
289,080 310,009 


Signed on behalf of the Board L.R. Woodall, Director S.F. Melloy, Director 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
for the year ended December 31, 1977 


1977 1976 
$000’s_ $000’s 
Sources of Funds 
Operations— 
Earnings before extraordinary item-...< 03 ac. 2.5) cee = ee ee ee 3,1227 5,0 
Amortization of debt discount and expense 73.51.54: 42 5 ogee eee earn eee eee eee 152 210 
Amortization and depreciation of fixed assets - 2.45, 3. «see ee NOE FSG. oe eee ate = 463 


Provision for deferred iticome taxes: sce. oo ae ae ee ee eee ie ee eee ee 


Decrease (increase) in operating assets— 
Receivables— 
Small lOans 2s eco 5g ao ee www we den Wome cece a Ru srangh Oe ENE RD ee eeu ettes = ne Rete alo se eA alee 


Other IOAN ois eo oo bd sess wo scan holes Shieh oer Oe Ret cea ef 13,779 4,794 
Sales finaneine—retail -2 5 ss os sino ee 5a oy a eee oa ee (343) 3,084 
Leasing i. £2 5 vn d 5 ee 2 eae SA ok aie EE LS las ie (2,315) (8,415) 
22,965 7,410 
Increase in allowance for doubtful receivables .............22000000000¢ vs an Re tee ee 250 199 
Decréase in unearned income 0.54 Se eee se es cc ee ee ee (8,394) (4,774) 
14,821 2,835 
Funds received on sale of subsidiary ..-su.s o45-s pee rere meee hie cl: eo ea at ee ee = 10,447 
Less Cost Of assets SOL: cacici See ho hee nk See ene Tc cael ca eae —_ 8,625 
—_ 1,822 
19,453 14,619 
Uses of Funds 
Borrowings— 
Short-termudebt cc... 5 Paced, 5 deci te es eee EUR ce ea eae leroy I ar (22,269) (3,100) 
Other term debt— 
Redemptions. ci..c a aisha a a 0 a Dsl gt eee eee GUN hee car ek eee 34,550 19,653 
12,281 163553 
| DAs (<10\0 eee ne a ne naan nee ews un cre A AS Ts Soc ge Olas OS Soa 8 3,000 3,500 
Net increase (decrease) in other assets including other receivables (25.5.2 ee ee 3,027 (253) 
Net decrease (increase) in payables ..............000sce00s Deeg Reh) Ser AO, nT 3,349 (4,650) 
Reassessment of prior years’ capital taxes net of income taxes ............ deat icek Seo ARR ea PE 66 — 
21,723 > {1Ss158 
Decrease in Gash . ¢ ec Ss 3s Sa See ee ie ee ee ee Fare er eee es (2,270) (531) 
19,453 14,619 


NOTES TO FINANCIAL STATEMENTS 
for the year ended December 31, 1977 


1. Significant Accounting Policies 
(a) Recognition of revenue 
Precomputed charges on ‘other’ loans and on 
sales financing retail receivables are taken into 
income using the sum-of-the-digits method on 
an account by account basis. 

Leasing transactions are reported in accord- 
ance with the financing method of accounting. 


unrealized exchange gains or losses, resulting 
from the difference between the current ex- 
change rate and the exchange rate at the date 
the proceeds of unhedged term borrowings 
were received, are deferred and carried in the 
balance sheet. 

(d) Amortization of debt discount and expense 
Debt discount and expense is amortized over 
the term of the related debt instrument. If the 


included in unearned income and taken up as 
described above. 

(b) Allowance for doubtful receivables 

For loans such allowance is established by 
evaluating individual accounts. After collection 
possibilities have been exhausted, any balance 
remaining on an account is written off. 

(c) Translation of foreign currencies 


The excess of aggregate rentals over the cost 
of the leased asset is recorded as unearned 
income at the time of the transaction. Income 
is taken up over the term of the lease pro rata 
to the declining balance of the investment. 
Gains arising from residual values of the 
leased assets are reflected in earnings only 
when realized. Contractual disposal proceeds 
negotiated at the inception of the lease are 


Unhedged liabilities are translated to Canadian 
funds at current exchange rates. Foreign cur- 
rency borrowings which are covered by for- 
ward exchange contracts are recorded at 
exchange rates established under the terms of 
such contracts. Exchange gains and losses on 
translation of current liabilities are considered 
to be realized and are reflected in the statement 
of earnings for the current fiscal year. Net 


debt is prepayable at the holder’s option, the 
amortization is calculated to the first optional 
maturity date. When a debt obligation is re- 
deemed prior to maturity, the related unamor- 
tized charges are written off in the month of 
redemption. 
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2. Gross Income 1977 1976 
$000’s $000’s 
RET Me LOCC LY ANOS BEN are ree eps Ne a TAN Lays Sod ued RRA OE PRR Pe NE RLM 37,478 47,444 
Bas anOV AS IO TOMO OUDE UN TOCCIVADIES | iocus censtten eek, oe cglshins iw Good clon SR Aa Mer bee a ak WR Be 5,071 2,323 
32,407 42) 


3. Expenditure 

Commencing in 1977, the affairs of the 
company are administered by its parent, IAC . 
Limited. IAC Limited is reimbursed for the cost 
of administrative services in a manner defined 


4. Other Receivables 
Under an arrangement with the parent 


in an agreement between the two companies. 

A loss of $735,000 on translation of foreign 
net assets which have since been sold is in- 
cluded in general and administrative expenses 
for 1976. 


banking business through a bank account 
established and maintained by the parent 
company. Included in other receivables is 


The aggregate direct remuneration paid 
or payable to directors and senior officers as 
defined in the Business Corporations Act of 
Ontario amounted to $33,000 (1976— 
$273,000). 


$4,344,000, the amount established under the 
arrangement as being the company’s portion 
of this bank account as at December 31, 1977. 


company, the company conducts part of its 


5. Loans 1977 1976 
Small loans are those made for not more than Loans comprise: $000’s — $000’s 
$1,500 which are regulated under the Small SinabhlGanse: ta eck ere kha oe a Eee 21,693 = 33,537 
Loans Act and upon which interest is accrued OTANI Pa cost ee rc Tec, 5 Ste be Ne HS aan arte BOA Re eet tak al 156,393 170,172 
but not precomputed. Salessimanciny— retail. ns. cle soe nants eee ee Te 22,634 22,291 
200,720 226,000 
6. Sale of Fixed Assets 
During the year, the leasehold improvements, 
office equipment and automobiles were sold to 
the parent company at their net book value. 
7. Secured Term Notes 1977 1976 
Year ofissue Series Rate % Maturity date $000’s — $000’s 
Payable in Canadian funds— 1964 1 53/4 April's; 1984 onnc tas 10,000 = 10,000 
1964 2 5% May i 1985, nea anarats 10,000 10,000 
1965 3 53/4 NE tes 1985 cece tg a 10,000 10,000 
1966 4 Ti December 1, 1986 ....... 5,000 5,000 
1968 5 Bi May 1088s cere a. 7,500 7,500 
42,500 42,500 
Payable in U.S. funds (note 1(c))— 1975 6 104 September 1, 1990 ....... 29,538 28,745 
Series 6 notes have a sinking fund provision. 72,038 = 71,245 
Notes issued at rates of interest varying 
from 754% to 994% Year of maturity 
Payable in Canadian funds— OE eee er o eeorcbeme aot Gan acini SOR LOLIE OD IONS CR a hee eee = 880 
OT Roy Mole so% ice io aedea cecree el Gog acme eke Svc Coa RTE eR ERM uae ce eee 172 172 
OAS esther acts Rapa’ aah, ao est Oo gcuCRie yO RCES Oe CROMER Dene Me kre maaan 15 15 
RETO) ereponiots contre Site G0 S-0 ORM rcssis: a een ee aCe Ratan 20 20 
US Se) Serer a epider: ot Noa 2 ee 5 — 
212 1,087 
Par value U.S. $000’s 
Payable in U.S. funds (note 1(c))— OBO Rr eaGeie tert ees Aan OOO M re ace c 1,094 1,009 
[OSS spoke eee Bee nye 1000) See toe 1,094 1,009 
DS eee ath oro icecs ecne te ee eam eres ae WOOO Berea rrces eee 1,094 1,009 
LOSSR eta ee Ree ete ac met ns 1ROOORY hee ec 1,094 1,008 
CUNO eee ee 4,376 4,035 
76,626 76,367 
8. Debentures 1977 1976 
The holders of Series ‘‘C’’ debentures Year of issue Series Rate % Maturity date $000’s $000’s 
have the right to prepayment on 1972 SB. 8 JeNepa ig a LT teeter oe er = 11,919 
October 15, 1979, 1984 and 1989. 1972 bs 8 eM N90 2 air ctte« wasnets 489 489 
Series ‘‘B’’ and ‘‘C’’ debentures have 1974 el Ges 1114 October 15, 1994 ...0..5.. 15,000 15,000 
purchase fund provisions. 15,489 27,408 
9. Unsecured Notes—Unsecured notes comprise: 1977 1976 
Parent company— $000’s — $000’s 
Demand note bearing interest at the monthly average cost of borrowed money to the parentcompany .............-. 26,560 1,200 
Rise eae TT OUtitl ye MOC LOMCE Woks Bho fits oe he te ata ac oir satin So MEMES Coeld rails canbac bet npay Myo Ouieiaey +: eOSy<Giaha? wus Whee ace )xiteaehs oo 20,000 
6% term note for U.S. $1,193,000 (1976—$1,533,000) repayable in equal semi-annual instalments until 1981 ......... wan 1,545 
5 22,745 
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10. Unearned Income—Unearned income comprises: 


Unearned service charges relating to ‘other’ loans 
Unearned service charges relating to sales financing—tetail receivables 
Unearned income relating to leasing receivables 


11. Deferred Income Taxes 

Deferred income taxes arise from timing dif- 
ferences relating to the treatment for income tax 
purposes of income and expenses associated 
with the following: 


Leasing receivables Giy-see re eae eae ae 
Unamortized debt discount and expense....... 


12. Sinking Fund and Purchase 

Fund Requirements 

The sinking fund requirements for the five 
years ending December 31, 1978 to 1982 are 
as follows: 


$000’s 
1978 1979 1980 1981 1982 
1,641 1,641 1,641 2,291 25297 


13. Anti-Inflation Act 
The company is subject to the provisions of 


the Federal Anti-Inflation Legislation restraining 


prices, profit margins and compensation. 


14. Comparative Data 

The 1976 comparative data include the results 
of operations in the United Kingdom for the 
period to August 25, 1976, the date of disposal. 


Series ‘‘B’’ and ‘‘C’’ debentures have 

purchase fund requirements which are non- 
cumulative and under which the company is 
required to redeem only debt instruments 
offered to it, subject to limitations as to price 
and aggregate annual amounts. It is not possible 
to predict the amounts that will be offered by 
holders. The maximum purchase fund re- 
quirements for the years ending December 31, 
1978 and thereafter are as follows: 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the balance sheet of 
Niagara Finance Company Limited as at 
December 31, 1977 and the statements of 
earnings, retained earnings and changes 
in financial position for the year then 
ended. Our examination was made in ac- 
cordance with generally accepted auditing 


Board of Directors 


Roland Chagnon, C.A. 
Montreal, Que. 
Chairman of the Board, Lallemand Inc. 


Peter Kilburn 

Montreal, Que. 

Honorary Chairman, Greenshields 
Incorporated 


Joseph S. Land 
Toronto, Ont. 
Vice-Chairman of the Board, IAC 


Byron F. London 
Codys, N.B. 
Retired, former President 


standards, and accordingly included such 
tests and other procedures as we consid- 
ered necessary in the circumstances. 

In our opinion, these financial state- 
ments present fairly the financial position 
of the company as at December 31, 1977 
and the results of its operations and the 


February 3, 1978 


Keith H. MacDonald 
Toronto, Ont. 
Chairman of the Board, IAC 


Lawrence M. Machum, Q.C. 
Saint John, N.B. 

Partner, McKelvey, Macaulay, 
Machum and Fairweather 


Douglas W. Maloney 
Toronto, Ont. 
President, [AC 


Stanley F. Melloy 
Toronto, Ont. 
Executive Vice-President, IAC 


1977 1976 
$000’s $000’s 
Hacer igi Peper ae 25,319 - 32,198 
fh i RS SRR se 3,411 3,483 


1977 1976 
$000’s $000’s 
oe Ge ea a 21,477 = =20,041 
Re ee ean ct hie (37) 41 


$000’s 
Year ending December 31, 
1983- after 
1978 1979 1980 1981 1982 1987 1987 
725 475 — — — 62 63 


changes in its financial position for the 
year then ended in accordance with gen- 
erally accepted accounting principles 
applied on a basis consistent with that of 
the preceding year. 


Coopers & Lybrand | 
Chartered Accountants 


William Moodie 

Montreal, Que. 

President, Canadian Pacific 
Investments Limited 


Lyndon E. Nichol 

Rancho Santa Fe, Calif. 
Retired, Director and former 
Chairman of the Board, IAC 


L. Ronald Woodall 
Toronto, Ont. 
President 


NIAGARA REALTY OF CANADA LIMITED AND SUBSIDIARY 


These companies provide first and second The average cost of borrowed funds 
mortgage loans, primarily on residential declined during the year. However, as the 
property. In addition, existing mortgages result of rate reductions in the mortgage 
are purchased, individually and ona market and an increase of 10% in over- 
portfolio basis. head, earnings declined 10%. 
Mortgage loans outstanding at $258.9 The portfolio, which has more than “i 
million were higher by $10 million or 4% doubled in the last five years, is in sound 
over the previous year end. The average condition. Further growth and favourable 
total outstandings for the year increased results are anticipated in 1978. 
by 13%. 
Selected Niagara Realty Statistics: 1977 OTC R975 19748 1973 
Berane a OOUSANGS) an Ere tty it Gal Wat eerie er huisw s0 fos ew nba hcaw aes 3,643 4,046 3,388 2,202 1,679 
Bepeenrercecivanies (S4MiliQns)t ss hats ytak ss ekg kes b peewee ca eaees 258.9 248 Or 202324 AI 5.0 alee 
Everage mortgage balance at year end (dollars)... 21.06... 01. ee cee 12,082 10,590 8,962 7,963 6,339 


CONSOLIDATED STATEMENT OF EARNINGS 
for the year ended December 31, 1977 


1977 1976 

$000’s_ $000’s 

OME ESTES pre Ot en os Aig i ais ook te hon no Sole d ae Hppaeeds 35,387 32,892 
Expenditure 

eae mpomowcamoney—onort-term debt SG. 2. ase ee a vce ta she a bee Ra aa Bees abe gees en tere ness "8,485 8,711 

STINE STI CO i Barats and Gt Acs SR Ca a a an Ree eee a 12,230 9,416 

20,715 18,127 

icra) aud administrative ote 3) 42.5 2 gece ede ee ee TOR IRENA We es Setar tober CE 7,487 — 6,806 


Provision for Income Taxes 


OE a NE oe Gd Set Ne ee Or My Galen Tn Pe ee eg Gs ae dea iavntabonmaags GUE-4 a a we wie PAS 3,723 ALS 
URTISISOSYaL LAR io 2a Pe ye A are AN lee RS RON ary A Ue pee ee a ee (181) (262) 
3,542 3,913 

PERT AiG! SMP OIE STAR MAE WN de Le me of Lt hen ae Gk aces act, Some MA gee EAD awe at 3,643 4,046 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
for the year ended December 31, 1977 © 


1977 1976 
$000’s $000’s 
REINS GINENEVCATsee oe a ee ey ety ae cet Oe Saree sg eat vce eke eee RNR 3,643 4,046 
POPES gE ae afi a ae | aR eeee a aia Go: et A SOR Ae rr ogre ee eee 2,800 2,400 
macrease in. Retained Karnings for the Year... 05/26. hna se ele ee ee ae eae cee e eee eee ee 843 -1,646 
Retained Earnings—Beginning of Year ... 0... .0 000. e teen nee es 1,303. — 70,117 
ecuned Harnings— Find of Year 05 14) a og Daca Ba Ua gas ere il 0 Dae n 8,206 7,363 
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ESS 7 TTT PIS SS ST EES 
Geer eee reer eee eee eee ee ——————EEEEEE~>ECOor 
we ee 
CONSOLIDATED BALANCE SHEET 

as at December 31, 1977 


1977 1976 
ASSETS $000’s __ $000’s 
CES | nr irene ina MI EUR AR ah MA Ae Arg tata Gg Mico Cage ep a ce OO 1 4,652 
Unclosed Loans) 6... 66.5 ssc. 5 ies © woo ors ea ee ee 1,223 4,613 
Receivables 
Residential‘ mort@agesys 02% 5.6%. 5 sielie ceils hm gicnenere serves eet ne cite rants ot eis ope eu cee eee en en 258,936 248,880 
Other (mote: 4) ccs co 4 Sielara des ane erdl-a acw S etd Brahe Dees Eee oan cc lee re 5,553 225 
264,489 249,105 
Allowance for doubtful receivables... acece oe os eee tee he oc as ee Oe ieee 1,945 1,868 
262,544 247,237 
Other Assets 
Prepaid expenses sys Ux ois. idan Phe oe CHEN eee ne ee Ae tee 4 18 
Unamiortized debt discount and expense <<<... 2. Pres ss Pn Oke 1,846 Ss) 
Office equipment and-automobiles (note) 2. 2 <2 ae conse te ee eter ore aaa eet 
1,850 1,394 
265,618 257,896 
LIABILITIES 
Demand Note Payable— parent company <4 .2., 5 ;0ee o.0a7 aes es ee 87,556 128,675 
Secured Term Notes: (notes:6.and 8) soca. 2 ee ee 149,846 102,180 
Payables . 
Accounts payable and accrued liabilities; > 2 ets sey eee ee eee 5,488 3,597 
TCOME TAKES: oo: a. ayn Sikg bso ws ays ia batter Racers Fee Skea are ee 805 1,423 
6,293 4,980 
Deferred Income .4:.30 5 ..c0 bacaies san cas Ge ash ee 3,457 4,257 
Deferred: Income Taxes (note7).« 222.50. se0% o ances a eee ee ee 260 441 


247,412 240,533 


SHAREHOLDERS’ EQUITY 


Capital Stock 
Authorized— 
2,000,000 8% non-cumulative, redeemable 
preferred shares of $5 par value 
2,000,000 common shares of $5 par value 


Issued and fully paid— 
2,000,000 comamion shares. <5 5 5 es eee eres Nene a eee re ne 10,000 10,000 
Retained Earnings): «2042 58d. has. 3 eek G a eee ee ee 8,206 7,363 


18,206 173363 
265,618 257,896 


Signed on behalf of the Board L.R. Woodall, Director S.F. Melloy, Director 
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CONSOLIDATED STATEMENT OF CHANGES IN/ FINANCIAL POSITION 
for the year ended December 31, 1977 


1977 1976 
$000’s $000’s 
Sources of Funds * 
Operations— 
TP ESTLUILINEA | 5 Shy -of Gass SREB Sg clade Be a ee ea BP 3,643 4,046 
rasa meaeMOlCe Dt CISCOUMsAMC CXDENSE?. 5 arcin Coss fia. cilia Sides Qiuinyoete id aimee wie oie ee: «LSS aah enews Sie 449 383 
BT Ce Et LOT) ear ee ean ee ir en pea Oe RO Ps, °c hn Swed Skew ass meee Go Dose Packages Ons _ 9 
Peas LO OMUCICTeduMCOMeNaKeS settee a retina foes Po ossles aia as vis Ge alsa s Leng Pe eee we he (181) (262) 
3,911 4,176 
Borrowings— 
mre ancmnote PayiAple——F arent COMP AN Yan als | Aa ee eh a rereis Son odo bie waders bd a sel reelece sce a ionelee a (41,119) 45,645 
Be ec ameranniofes Er occed amen tere Pts er es ulnee es aw Cig kun cea 49,060 a 
seed AUSTIN OHI Sho es oases eT Pa ae) (2,334) (2,035) 
5,607 43,610 
9,518 47,786 
Uses of Funds 
Increase in operating assets— 
Ree ics IOLA Ce Sarr se wn wien Mem CNR re Sac ale Pus AS ety: od HON Biel el we Oe She Oa eke ae wane SS 10,056 46,633 
iicre ase lM aulowance tor GOUDLIU £eCelVADICS > fxcicstes ca vis0a0 bbe Sa es ene te dale weiner eos (77) (351) 
Pee ehe Ace Che ASS) Mi GOLCLICONNCOMIC ate tk ieee eviry-c cists le Sic seth 6 a duets elena el a epee ue wnete wei aea 800 (GAB) 
10,779 46,161 
CA NOC: a GEOR A Sele ite LE hate Sea eR eg em err a ‘2,800 2,400 
Benet ce CC TCASE MING OSC ONS. 31.2 erence Pl Noe On Hk aia Se Ss AR Re Ee eas ws ee eee (3,390) 728 
MISCO Le Ac MUCTCASC) IN PAV AICS tant esay The apie Geen a a oe wi ceetes sie aii gid 4g a ore ha wa eG eee (1,313) 881 
iNeiisekease in Othcr assets including other receivables... ce cee eis nk ee eee ee tem teens 5,293 122 
14,169 50,292 
BO ae CHEMO AS rere tn ee Se AR Td ce MER se Ses EET Soh Goal sokk Rsgs\w. th Sa eek WINS slowly eles (4,651) (2,506) 


Niagara Realty of Canada Limited 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


for the year ended December 31, 1977 


1. Significant Accounting Policies 

(a) Principles of consolidation 

The financial statements include the accounts 
of the company and its subsidiary, Niagara 
Realty Limited. 

(b) Allowance for doubtful receivables 

For residential mortgages such allowance is 
set up as a percentage of total residential 
mortgage receivables. 


(c) Amortization of debt discount and expense 
Debt discount and expense is amortized over 
the term of the related debt instrument. If the 
debt is prepayable at the holder’s option, the 
amortization is calculated to the first optional 
maturity date. When a debt obligation is re- 
deemed prior to maturity, the related unamor- 
tized charges are written off in the month of 
redemption. 


(d) Deferred income 


Deferred income arises from mortgages 
purchased at a discount and is taken into in- 
come over the remaining term of the mortgage 


on the actuarial yield method. 


2. Gross Income 1977 
$000’s 
Barned:income on Mortgages’... ..62:4 os-vin esi & ce SirepelhS veut re se a eI eo Sistine SR artes eee 36,387 
Less: Provision for doubtful receivables = .....5.0.603 caw ace ag ecco on oe ete een tn) eae ee ee 1,000 
35,387 
3. Expenditure 1977 
Depreciation of office.equipment and automobiles (mote 5) an aan ee ts ete ke eee NIL 
Remuneration of directors and officers— 
Agsregate remuneration ofdirectors as directors. ch Ms.o 5 se pare ee so cle aS eas ee eee NIL 
Number of directors oi. seea since ove. ich 3 00 ote ea eo oe wh ce POO Saale Outen omic os ee Vl 
Ageresate remuneration of officers'as OffiCeLS o.00, 5 6 otis alas As een ous yee ceed Oe nem NIL 
Number of OfffC@ts ioc co 50 Ne So et 8 edie ord wan) he I ete ou ee eee arn 6 
Number.of officers who are:also. ditectors:.. 5... said. a yx ac eRe ees eres emg arreSi re 3 


The affairs of the companies are administered by IAC Limited. 


4. Other Receivables 

Under an arrangement with the parent com- 
pany and certain of its subsidiaries, the com- 
pany and its subsidiary conduct the majority 


of its banking business through a bank account 
established and maintained by the parent 
company. Included in other receivables is 
$4,968,000, the amount established under the 


5. Sale of Fixed Assets 

During the year, office equipment and auto- 
mobiles were sold to the parent company at 
their net book value. 


6. Secured Term Notes 


Year ofissue Series Rate % 
1970 Ave 93/4* 
1971 Bia Tip** 
1972 as (Cae 814 
1973 MDE Tipit ** 
1974 PE Oe 
1974 oa ae 1014 
1974 ne ee 103% 
1977 Pe G5 914 


*Holders have the right to prepayment on 
December 15, 1980 and 1985. 
**Holders have the right to prepayment on 
December 15, 1978. 
***Holders have the right to prepayment on 
May 15, 1980. 
**** Holders have the right to prepayment on 
March 1, 1980. 


Maturity date 


Decemberalids 199 OMe aca seek ea a eee es 
DecemberslS: vl98Grs auc serie eae rire 
Ausust 155, 1982".4.. sn satiate en eke omnes 
May lS 1988; prce Scene. eater eae eae 
March le 994e. soe sete stxce a eee ee ey ere 
JUNE S LOS Me ee ee tre come racers 
December 1829845 seats see eats eee 
January 30; 1984 @ 3 cpa terete chia cyeceneaie 


Series “A? (B25 Gee Ds and 
“*G’’ notes and series ‘‘F’’ notes 
maturing in 1981, have purchase fund 
provisions.. 

Series ‘‘F’’ notes maturing in 1984 have 
a sinking fund provision. 

IAC Limited has guaranteed all Series 
notes as to principal, interest and 
redemption premiums, if any. 


a) bm Jere Le Vel at ce (a peilel (elaikel vere: ce: 


allen ‘a)) oso) emt) ie, cola fer (e) ele (en als 


1976 


arrangement as being the company and its 
subsidiary’s portion of this bank account as at 


December 31, 1977. 


1977 
$000’s 


1976 


Niagara Realty of Canada Limited 


7. Deferred Income Taxes 1977 1976 
Deferred income taxes arise from timing dif- $000’s — $000’s 
ferences relating to the treatment for income RESRGeMU MOE CACe Samer ne re. mar hs rh aie lta e iniie tn cero EU. ale 971 935 
tax purposes of income or expenses associated Wnamortized debt discount and'expense). . .s. 05.9 45¢.0205-05400 on. (711) (494) 
with the following balance sheet items: 260 441 
8. Sinking Fund and Purchase Certain issues have purchase fund require- Years ending December 31 $000’s 
Fund Requirements ments which are non-cumulative and under NU SS a cre Rete an ae ab i caie net 2 4,734 
The sinking fund requirements for the five which the company is required to redeem OMS ie oe aiote cons Ghee a eles Gere Rate Sy PAS) 
years ending December 31, 1978 to 1982 only debt instruments offered to it subject to LOS Ona eran She ee rnmel arse aes PWD: 
are as follows: limitations as to price and aggregate annual iBook Rehr ea aekGue yl EN tara EAI Soc [342 
$000’s amounts. It is not possible to predict the LOS eR oie Mone Teh ctl oN wag Sec 1,000 
Re uc, oe os ancie sesh oak pane 750 amounts that will be offered by holders. The LOSS i reeR cee Se ttatee Beli Ct Sk Beat 583 
OL 3 EEE a 750 maximum purchase fund requirements for the 
EMI ARO a ely Sag onic 750 years ending December 31, 1978 and thereaf- 
Ee os toc oa s ans 750 ter are as follows: 
LSD. o WAR Ae ee 750 


\ 


9. Anti-Inflation Act 

The company and its subsidiary are subject to 

the provisions of the Federal Anti-Inflation 

Legislation restraining prices, profit margins 
and compensation. 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated bal- and accordingly included such tests and the year then ended in accordance with 
ance sheet of Niagara Realty of Canada other procedures as we considered neces- generally accepted accounting principles 
Limited as at December 31, 1977 and the sary in the circumstances. applied on a basis consistent with that of 
consolidated statements of earnings, re- In our opinion, these consolidated the preceding year. 
tained earnings and changes in financial statements present fairly the financial posi- 
position for the year then ended. Our ex- tion of the company as at December 31, 
amination was made in accordance with 1977 and the results of its operations and 
generally accepted auditing standards, the changes in its financial position for Coaerace Land 
February 3, 1978 Chartered Accountants 
Board of Directors 
Allan P. Bolin Stanley F. Melloy 
_ Toronto, Ont. Toronto, Ont. 
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J.S. Land 

President 

D.W. Maloney 

Executive Vice-President 
S.F. Melloy 

Senior Vice-President— 
Corporate Development 
A.P. Bolin 

Senior Vice-President— 
Business Financing 
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BANK CREDIT LINES 
Established with the Established directly or through Manufacturers Hanover Trust Company 
following Canadian banks: their affiliates with the Marine Midland Bank—Western 
The Royal Bank of Canada following U.S. banks: Mellon Bank NA 
Bank of Montreal Morgan Guaranty Trust Company National Bank of Detroit 
Canadian Imperial Bank of Commerce of New York National Bank of North America 
The Toronto Dominion Bank Bank of America Schroder Trust Company 
The Bank of Nova Scotia Bankers Trust Company Seattle-First National Bank 
Bank Canadian National Chemical Bank Security Pacific National Bank 
The Provincial Bank of Canada Citibank, NA The Bank of New York 
The Mercantile Bank of Canada Continental Illinois National Bank The Chase Manhattan Bank NA 
Bank of British Columbia and Trust Company of Chicago The First National Bank of Boston 
Crocker National Bank The First National Bank of Chicago 
French American Banking Corporation The Northern Trust Company 
Harris Trust and Savings Bank United California Bank 
Irving Trust Company Wells Fargo Bank NA 
TRANSFER AGENTS REGISTRARS 
Common Stock Common Stock Preferred Stock $25 Par Value 
Montreal Trust Company Canada Permanent Trust Company Guaranty Trust Company of Canada 
Montreal, Toronto, Winnipeg, Montreal and Toronto Montreal, Toronto, Winnipeg, 
Regina, Calgary and Vancouver The Royal Trust Company Regina, Calgary and Vancouver 
The Bank of New York Winnipeg, Regina, Calgary 
New York and Vancouver 
The Bank of New York 
Preferred Stock New York 
The Royal Trust Company 
Montreal, Toronto, Winnipeg, Preferred Stock $100 Par Value 
Regina, Calgary and Vancouver Montreal Trust Company 
Montreal, Toronto, Winnipeg, 
Regina, Calgary and Vancouver 
AUDITORS STOCK LISTINGS 
Coopers & Lybrand Montreal Stock Exchange 
Toronto, Chartered Accountants Toronto Stock Exchange 


Vancouver Stock Exchange— 
Common Stock only 
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